The  May  Department  Stores  Company 
is  one  of  the  country’s  leading  department 
store  companies,  operating  346  quality 
department  stores  through  eight  regional 
divisions.  Each  division  holds  a  leading 
position  in  its  region. 


Lord  &  Taylor 

24  markets,  including  New  York  City/New  Jersey, 
Chicago,  Boston,  Washington,  D.C.,  Detroit, 

Dallas/Fort  Worth,  Atlanta,  and  Miami. 

Hecht’s 

17  markets,  including  Washington,  D.C.,  Philadelphia, 
New  Jersey,  Baltimore,  Richmond,  and  Norfolk. 

Foley’s 

16  markets,  including  Houston,  Dallas/Fort  Worth, 
Denver,  San  Antonio,  Oklahoma  City,  and  Tucson. 

Robinsons-May 

Nine  markets,  including  Los  Angeles,  San  Diego, 
Orange  County,  Phoenix,  and  Riverside/San  Bernardino. 

Kaufmann's 

20  markets,  including  Pittsburgh,  Cleveland,  Buffalo, 
Rochester,  Akron,  and  Syracuse. 

Filene's 

16  markets,  including  Boston,  New  Haven/ 
Bridgeport/Danbury/Stamford/Waterbury,  Hartford , 
and  Providence,  R.I. 

Famous-Barr 

Under  the  names  Famous-Barr  and  L.S.  Ayres, 

14  markets,  including  St.  Louis,  Indianapolis, 

Fort  Wayne,  and  South  Bend. 

Meier  &  Frank 

Four  markets:  Portland/Vancouver,  Salem,  Eugene, 


Total  Stores 
57 

62 

51 

53 

46 

39 

30 
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1995  Sales 
$1.6  billion 

$1.7  billion 

$1.7  billion 

$1.6  billion 

$1.4  billion 

$1.3  billion 

$1.0  billion 

$0.4  billion 


and  Medford. 


Financial 

Highlights 


dollars  in  millions, 
except  per  share 
(continuing  operations) 

Fiscal  1995 

Fiscal  1994 

Increase 

Net  retail  sales 
(52  weeks) 

$  10,507 

S  9,759 

7.7% 

Net  earnings 

$  700 

7.6% 

Earnings  per  share 

$  2.61 

7.4% 

Annual  dividend  rate  per 
common  share  at  year- end 

$  1.14 

$  1.04 

9.6% 

Return  on  equity 

20.8% 

21.3% 

Return  on  net  assets 

20.1% 

20.1% 
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The  May  Department  Stores  Company 


Although  1095  was  a  difficult  retail  year,  it  was  our  21st  consecutive  year  of  record 
sales  and  earnings  per  share.  May's  success  is  the  result  of  our  powerful  regional 
department  store  companies,  our  experienced  and  committed  managers,  and  our  more 
than  105,000  dedicated  associates. 


Letter  to 
Shareowners 


On  a  52-week  basis  from  continuing  operations,  sales  were  $10.5  billion,  an  increase 
of  7 .lc/r  from  $9.8  billion  in  1994;  comparable-store  sales  increased  2.59L  Karnings 

per  share  were  $2.61.  an  increase  of  7. \c/c  over 
$2.43  per  share  in  1994.  Net  earnings  increased  to 
$700  million  in  1995,  compared  with  $650  million  a 
year  earlier. 


Our  return  on  shareowners'  equity  was  20.89F,  a 
performance  that  places  us  in  tin*  top  quart ile  of  the 
industry.  Operating  cash  flow  exceeded  $1  billion,  or 
9.4 c/c  of  revenues,  one  of  the  highest  rates  in  retailing. 


In  February,  the  Board  of  Directors  increased  the  annual  common  stock  dividend  rate 
to  $1.16  per  share,  or  $.29  per  quarter.  The  increased  dividend  rate  is  effective  with 
the  June  15,  1996.  payment. 


In  January',  we  announced  the  spin-off  of  Payless  ShoeSource, 
Inc.  It  is  scheduled  to  be  completed  in  May  1996 
as  a  tax-free  distribution  to  May  shareowners, 
f  inancial  results  for  Payless  are  reported  as 
a  discontinued  operation. 


We  believe  tin*  spin-off  is  in  the  best  interests  of 
our  shareowners.  Most  important,  it  enables  us  to 
focus  completely  on  our  department  store  business.  The  spin-off  improves  our  already- 
strong  financial  position,  providing  more  flexibility. 


May  offers  strong 
assortments  of  the 
best  Known  vendors  in 
sportswear,  including 
Li*  Claiborne,  Jones  NY. 
Evan  Picone  Calvin  Klein, 
and  Levi 


In  1995,  we  continued  to  focus  our  efforts  and  energies  on  delivering  more  value  to 
our  customers.  We*  are  more  effectively  leveraging  May  Merchandising  to  identify 
ideas  and  trends  more  quickly,  and  to  work  with  the  store  companies  to  merc  handise 
those  trends  authoritatively.  We  are  working  more  closely  with  kev  suppliers, 
executing  a  more  responsive  direc  t-import  program,  reduc  ing  expenses  where 
appropriate,  enhancing  our  selling  floor  execution,  and  striving  to  provide  our 

customers  with  the  service  they  desire.  We  are 
aggressively  pursuing  new  store  opportunities  and 
acquisitions  that  make  sense  for  our  shareowners. 


digit  tales  growth 
letirs  with  prestige 

Clinique  L  an  tome 
ptivev  Origins 
and  oth«rv 


We  have  worked  hard  to  maintain  a  close  and 
collaborative  relationship  with  our  key  vendors.  Many 
»f  our  top  suppliers  have  offices  in  St.  Louis  with  local 
managers  dedicated  to  working  with  May.  We  continue 
to  enhance  replenishment  programs  with  our  vendors. 
These  programs  quickly  reorder  wanted  merchandise,  prepare  distribution  centers  in 
advance  for  pending  shipments,  and  provide  floor-ready  merchandise  already  priced. 


Our  direct  import  and  other  private  label  programs  continue  to  be  very  successful, 
surpassing  $1.4  billion  in  retail  sales  in  1995.  Improved  systems  allow  us  to  move  our 
designs  209£  faster  than  before  from  the  drawing  hoard  to  the  selling  floor. 


Our  acquisition  «»1  16  Wanamaker  and  W  oodward  &  Lothrnp  stores  was  a  significant 
accomplishment.  The  acquisition  allowed  Hecht's  to  strengthen  its  position  in 
Washington,  D.C.,  and  Baltimore,  and  to  make  a  strong  entry  into  Philadelphia,  the 
fifth-largest  retail  market  in  tin*  country.  Hecht's  did  an  excellent  job  of  successfully 
integrating  the  acquired  stores,  opening  14  under  the  Hecht's  name  in  1995.  In  total. 
May  opened  a  record  37  new  or  acquired  stores  in  1995.  adding  more  than  6  million 
square  feet.  W  e  also  expanded  or  remodeled  I  million  square  feet  of  retail  space 
during  the  year. 
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Watches  continue  to 
produce  strong  growth 
tor  May  We  carry 
more  than  2  5*00  styles 


Our  home  departments 


carry  extensive  towel 

assortments  from  the  Our  stores  t « 

best  vendors,  including  lead  in  new  I 

Fieldcrest,  Ralph  Lauren.  launches.  Re 


Wamsutta.  Martex,  Dundee 
Liz  at  Home.  Home 
Innovations,  and  others 


Men  s  clothing  is  one  of 
May  s  strongest  areas  of 
growth  We  are  dedicating 
additional  store  space 
to  men's  collections  from 
Polo.  Nautica.  Tommy 
Hilfiger.  Claiborne  Guess 
and  Calvin  Klein. 


cologn 

3.4  FL. 


O 


spray 
./1 00  ml 
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The  May  Department  Stores  Company 


May  is  committed  lo  treating  the  customer  right  through  enhanced  floor-level 
execution.  We  strive  to  keep  our  stores  well  staffed  with  friendly  sales  associates  who 
are  trained  and  sensitive  to  the  needs  of  our  customers.  Our  surveys  show  that  our 
customers  gave  us  improved  marks  on  service  in  1995. 

We  continue  to  enhance  our  merchandise  presentation.  Examples 
include  using  more  high-capacitv  fixtures  in  home  textiles  to 
improve  our  display  of  extensive  fashion  assortments  for  the  home, 
and  working  closely  with  key  vendors  like  Ralph  Lauren,  Tommy 
Hilfiger,  Levi,  and  Nine  W  est  to  incorporate  their  floor  fixtures  to 
best  advantage. 

Thomas  A.  Hays,  deputy  chairman,  will  retire  from  May  and  from 
our  Board  of  Directors  at  the  end  of  April.  Mr.  Hays  has  made  a 
significant  contribution  to  the  company's  success  during  his  27 
years  of  service,  13  a>  a  director  of  May. 

Eugene  >.  Kahn  has  been  named  corporate  vice  chairman.  Prior  to  this  appointment, 
Mr.  Kahn  was  president  and  chief  executive  officer  of  our  Filene’s  division.  Both  he 
and  Anthony  J.  Torcasio,  president  and  chief  executive  officer  of  May  Merchandising, 
were  elected  to  our  Board  of  Directors.  Richard  L.  Battram  was  named  executive 
vice  chairman. 

Our  associates  and  May  helped  more  than  2,000  charitable,  cultural  and  civic 
organizations  in  our  communities  in  1995.  Associates  donated  85  million  and  directed 
another  half  million  dollars  in  contributions  through  our  dollar-for-dollar  Matching 
Lift  Program.  The  Mav  Department  Stores  Foundation  donated  Si  t  million  in  total. 

The  five  years  ahead  will  be  a  period  of 
aggressive  growth  for  our  company.  In  1996,  we 
will  open  15  new  stores,  adding  2.3  million 
square  feet.  Over  the  next  five  years,  we  will  be 
investing  $3.7  billion,  including  $2.1  billion  for 
1  15  new  department  stores,  and  $570  million  lor 
expanding  and  remodeling  existing  stores. 

Our  store  companies  and  financial  position  have 
never  been  stronger.  \\  e  are  committed  to  growth 
and  increased  shareowner  value  by  operating  quality  retail  stores  that  provide 
excellent  values  in  the  marketplace.  \\  e  are  determined  to  treat  the  customer  right  and 
to  have  the  best  talent  in  retailing.  Our  sights  are  set  on  achieving  another  year  of 
progress  toward  our  mission  of  Excellence  in  Retailing. 

We  greatly  appreciate  the  support  we  receive  from  our  customers,  shareowners, 
directors  and  suppliers.  We  salute  our  associates,  whose  dedication  to  our  customers 
arid  to  May's  success  helped  deliver  another  record  year. 


Thomas  A  Hays 


David  C.  Farrell 

Chairman  and  Chief  Executive  Officer 
March  29,  1996 


Jerome  T.  Loch 
President 


May  shoe  departments 
carry  more  than  400  styles 
of  women  s  shoes  in  leading 
names  such  as  Enzo.  Liz 
Claiborne.  Evan  Picone. 
Kenneth  Cole.  Easy  Spirit, 
Bandoitno.  and  Jones  NY 


Our  home  areas  include 
broad  assortments 
from  some  of  the  highest 
quality  vendors  including 
Calphalon.  Cuisinart 
Krups  and  Kitchen  Aid 
In  fine  china  and  crystal, 
we  have  presttge  names 
such  as  Waterford  Lenox 
and  Mikasa 


Special  occasion 
dresses  sold 
very  well  in  1995 


§4i*chg| 


Character  clothing  has 
been  a  strong  trend 
m  ail  areas  of  apparel 
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The  May  Department  Stores  Company 


Men  s  shoe  departments 
have  performed  at  the 
top  of  May  s  businesses 
for  several  years 


May  has  developed  a 
keen  agility  to  respond 
quickly  to  important 
merchandising  trends 


May  is  one  of  the  largest 
retailers  of  furniture  in  the 
United  States  Our  stores 
carry  a  wide  variety  of 
traditional  and  current 
furniture  styles  from  well 
known  vendors 
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Building  Same- 
Store  Sales 

Increasing  comparable-store  sales  bv 

at  least  5%  annually.  Meeting  our  growth 
target  requires  delivering  more  quality 
and  value  to  our  customers,  and  providing 
new  and  exciting  merchandise  as  soon 
as  possible. 

Introducing  exciting  new  merchandise. 

We  have  built  on  our  powerful  position  in 
cosmetics  by  launching  several  new 
fragrances,  including  Tommy,  Polo  Sport, 
and  the  very  successful  Pleasures. 

Calvin  Klein  jeans  were  a  tremendously 
successful  introduction  in  misses',  juniors' 
and  men's  sportswear  in  1995.  Other 
successful  casual  lines  included  Jones 
Sport,  Liz  Claiborne,  Liz  &  Co.,  DKNY 
jeans,  Levi,  Bill  Blass,  and  our  own  Valerie 
Stevens  Sport. 

May  moved  aggressively  and  was  highly 
successful  with  team  sports,  character, 
and  logo  apparel,  all 
strong  trends  for  1995. 

Activewear  men's  logos 
from  Nike,  Reebok  and 
Adidas  moved  quickly, 
and  team  sports 
merchandise  was  a 
powerful  business  in 
young  men's  wear. 


Tommy  Hilfiger  jeans  and  logo  wear 
were  very  successful  in  men's  collections, 
and  Mickey  &  Co.  did  well  in  children's, 
juniors’,  women's  and  intimate  apparel. 

Speeding  delivery  of  merchandise  to  the 

selling  floor.  We  strengthened  vendor 
partnerships  to  ensure  that  broad,  fresh 
merchandise 
assortments  are 
readily  available. 

The  automatic 
replenishment 
program  grew  to 
$3.8  billion  in  total 
receipts  in  1995. 

Advance  shipping 
notices,  which 
prepare  distribution  centers  for  pending 
deliveries,  account  for  40%  of  total 
receipts.  Our  distribution  centers  now 
receive  30%  of  our  merchandise  ready 
for  the  selling  floor,  with  price  tags 
already  on  the  goods. 

Becoming  a  more  powerful  holiday  and 

gift  store.  We  are  putting  considerable 
effort  into  being  a  year-round  holiday  and 
gift  store.  Special  assortments  are 
assembled  across  the  store  for  Valentine's 
Day,  Easter,  Mother's  Day,  and  Father’s 
Day,  Halloween  and  Thanksgiving,  in 
addition  to  Christmas.  In  businesses  like 
home  textiles,  Easter,  Halloween  and 
Thanksgiving  merchandise  has  been 
very  successful. 

Gift  registries  continue  to  be  popular 
with  our  customers.  In  1995,  we 
registered  more  than  125,000  brides; 
our  baby  gift  registry  exceeded  more 
than  45,000  registrations  for  the  year. 

Broadening  our  merchandise  assortments. 

We  are  placing  increased  emphasis 
on  higher-quality,  prestige  merchandise 
across  all  our  businesses.  Customers 
were  very  receptive  to  this  step-up  in 
merchandise  in  1995.  We  are  also 
working  to  ensure  that  customers  of  our 
smaller  stores  can  choose  from  the 
same  representation  of  leadership  styles 
available  in  our  larger  stores. 


Well-styled  coffee  and 
espresso  makers  continue 
to  be  a  popular  item  with 
our  customers 
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The  May  Department  Stores  Company 


Achieving  6%  annual  growth  in  selling 

space  from  new  stores,  acquisitions 

and  store  expansions.  We  aggressively 
pursue  those  new-store  and  acquisition 
opportunities  that  enhance  value  for 
our  shareowners. 

In  1996.  we  are  adding 
2.3  million  square  feet 
selling  space  with  1 5 
new  stores,  a  capital 
investment  of 
$320  million.  By 
the  end  of  the  year 
2000,  we  plan  to 
invest  $2.1  billion  and  to  add  19  million 
square  feet  of  selling  space  —  1 1 5  new 
department  stores. 

Over  the  next  five  years,  May  plans  to 
invest  a  total  of  $570  million  to  remodel 
5  million  square  feet  in  68  stores. 
Expansions  to  38  stores  are  included  in 
the  remodeling  program,  which  will  add 
an  additional  1  million  square  feet  of 
selling  space  during  the  five-year  period. 

Investing  for 
Growth 


Earmarking  .$1.2.5  million  to  modernize 

qlji  .distribution  centers,  ifmriM. systems. 

We  opened  two  new  cutting-edge 
distribution  centers  in  1995  —  for 
Kaufmann’s  and  Filene's.  We  plan  several 
others  in  the  next  few  years.  In  addition, 
we  invested  heavily  in  improvements 
in  our  distribution  centers  to  speed 
the  flow  of  merchandise  to  the  selling 
floor.  We  are  also  investing  significantly 
in  our  distribution  systems  and  in 
opportunities  to  reduce  costs. 


Strengthening  our  financial  position.  Our 
financial  strength  is  among  the  best  in 
the  industry.  With  the  spin-off  of  Payless 
ShoeSource,  we  will  reduce  our  debt-to- 
capital  ratio  to  42%.  Our  financial  position 
is  a  significant  asset  that  allows  us  to 
make  meaningful  investments  in  new  store 
expansions  and  remodelings,  as  well  as  in 
systems.  It  also  provides  the  resources 
for  external  growth  as  opportunities  arise. 


Developing  the 
best  talent.  We  put 
increased  emphasis  on 
developing  the  best 
executives.  We  are 
focusing  the  develop¬ 
ment  process  more 
clearly  on  May  success 
characteristics  and 
making  it  more  behaviorally  based.  We  are 
also  spending  more  time  identifying 
and  responding  to  individual  development 
opportunities.  We  are  committed  to 
maintaining  a  strong  team  of  talented 
people  who  will  lead  May  into  the  future. 


me  fc 


dKmy 


Sales  for  Ralph  laurei 
home  textiles  are 
growing  at  a  dramatic 
double  digit  rate 
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The  May  Department  Stores  Company 


We  honor  our  sales  associates  who 
deliver  exceptional  customer  service  with 
Diamond  Star  awards  —  a  distinction 
prominently  displayed  on  their  badges. 


Treating 
the  Customer 


The  sales  associates  pictured  below  in 
groups  represent  the  18,000  Diamond 
Stars  who  delivered  high  levels  of  service 
in  1995.  The  associates  pictured  individu¬ 
ally  are  this  year's  honored  President’s 
Club  members,  associates  who  met  chal¬ 
lenging  annual  sales  and  service  targets. 
The  Club  includes  9,300  sales  associates. 


Diamond  Stars 
fat  far  /eft.  from  left) 

David  C.  Farrell,  May  chairman  and 
chief  executive  officer. 

Connie  M  Honeycutt.  Foley’s; 

Salim  Dawood.  Robinsons  May; 
and  Sue  Canavan.  Hecht’s. 

fat  left,  from  left) 

Di  Anne  H  O’Brien.  Hecht's; 

William  G.  Boden,  Lord  &  Taylor; 
and  Eugene  S.  Kahn. 

May  vice  chairman. 


President  s  Club 
(st  left  top  to  bottom) 

Lucinda  Cassidy  Lord  &  Taylor 
and  Donna  M  l  eland  Fotoy  s 
(confer) 

Herbert  C  Phylts.  Filones 
(right) 

Maxine  C  Stevens  Foley  s 


May  showed  its  appreciation  for  the 
associates  pictured  on  these  pages 


at  a  special  recognition 
dinner  with  May  senior 
management. 


Diamond  Stars 
(above,  from  left] 

Sherry  L  Ungrodt.  Meier  &  Frank; 
and  Marcia  Linn.  Lord  &  Taylor. 

fat  right,  from  left) 

Nancy  H  Uppendahl.  Meier  &  Frank. 
Szewa  Marash,  Lord  &  Taylor, 
and  lone  0.  Dickerson,  Foley’s. 


Diamond  Stars 

fat  near  right,  from  left) 

Mary  J.  Larson.  Filene  s. 

Edda  M.  Morton.  Foley's; 

Jerome  T  Loeb.  May  president. 
Carol  R.  Palomino,  Robmsons-May 

fat  far  right,  from  left) 

Charlotte  Tenero.  Filene's. 

Helen  B  Koval.  Kaufmann’s. 
Derrick  A.  Moses.  Foley’s 


Right 
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Store  CEO  Cups 

We  recognized  31  stores  for  high  levels  of 
customer  service  in  1995  by  awarding  them  CEO 
Cups.  The  figures  that  follow  the  listings  below 
represent  the  total  number  of  CEO  Cups  each 
store  has  won. 

Lord  &  Taylor 

Dadeland  Mall,  Miami,  Fla.  (2) 

Saint  Louis  Galleria,  St.  Louis,  Mo.  (3) 

Northshore,  Boston,  Mass. 

New  Orleans  Centre,  New  Orleans,  La.  (3) 
Burlington  Mall,  Boston,  Mass.  (3) 

Hecht’s 

Annapolis  Mall,  Baltimore,  Md. 

White  Marsh  Mall,  Baltimore,  Md. 

Centre  at  Salisbury,  Salisbury,  Md.  (2) 

Francis  Scott  Key  Mall.  Frederick,  Md. 

Foley’s 

Hulen  Mall,  Fort  Worth,  Texas  (3) 

Town  East,  Dallas,  Texas 
Downtown,  Houston,  Texas  (2) 

Rolling  Oaks  Mall,  San  Antonio,  Texas  (2) 

San  Antonio  Rivercenter,  San  Antonio,  Texas 

Robinsons-May 

Scottsdale  Fashion  Square,  Scottsdale,  Ariz.  (2) 
North  County  Fair,  Escondido,  Calif.  13) 

Valley  Plaza,  Bakersfield,  Calif.  (3) 

Superstition  Springs  Mall,  East  Mesa,  Ariz. 

Kaufmann's 

Century  III  Mall.  Pittsburgh,  Pa.  (2) 

Chapel  Hill  Shopping  Center,  Akron,  Ohio 
Boulevard  Mall,  Buffalo.  N.Y. 

Richland  Mall,  Mansfield,  Ohio 
Sandusky  Mall,  Sandusky,  Ohio 

Filene’s 

Mall  at  Rockingham  Park,  Salem,  N.H.  (3) 

Maine  Mall.  Portland.  Maine  (3) 

Fox  Run  Mall,  Newington,  N  H. 

Famous-Barr 

Glenbrook  Shopping  Center.  Indianapolis,  Ind. 
White  Oaks  Mall,  Springfield,  III.  (2) 

College  Mall.  Bloomington,  Ind.  (2) 

Meier  &  Frank 

Clackamas  Town  Center,  Portland,  Ore.  (2) 

Rogue  Valley  Mall,  Medford,  Ore.  (2) 


Diamond  Stars 

(at  lower  left,  from  left) 

Shellia  R.  Moore,  Famous-Barr,  and 
Tove  L.  Robinson,  Robinsons-May. 

(at  left,  from  left) 

Terry  R.  Van  Ostrand,  Kaufmann's; 
Ronald  J.  Cole,  Hecht’s; 

Ruth  D.  Wilson,  Lord  &  Taylor;  and 
Anthony  J.  Torcasio,  president  and 
chief  executive  officer. 

May  Merchandising  Company. 


Diamond  Stars 
(above  right,  from  left) 
Richard  L.  Battram, 

May  executive  vice  chairman; 
Dottie  T.  Lehman.  Foley's; 

Sal  I.  Ashour,  Filene's;  and 
Kyshia  R.  Smith,  Kaufmann's. 


Diamond  Stars 
(above,  from  left ) 

Warren  A.  Auth,  Hecht’s; 

Helen  L.  Cunningham,  Famous-Barr; 
and  Hertha  C.  Miley,  Robinsons-May. 


Diamond  Stars 
(above  center,  from  left) 

Susan  M.  Whetstone,  Hecht’s;  and 
Eunice  M.  Weber,  Famous-Barr. 

(above,  from  left) 

Angelica  A.  Hevia-Gutierrez, 
Robinsons-May;  Larry  W.  Peacock. 
Kaufmann's;  and  Hilda  L.  Bellamy, 
Lord  &  Taylor. 
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May  achieved  i ts  21st  consecutive  year  of  record  sales  and  earnings  per  share  from 
continuing  operations.  Our  five-year  compound  growth  rate  for  earnings  per  share  from 
continuing  operations  was  11.6%  —  among  the  best  in  the  retail  industry. 

In  January  1996,  May  announced  the  spin-off  of  Payless  ShoeSource.  Inc.,  our  family 
shoe  store  subsidiary,  as  a  tax-free  distribution  to  shareowners.  \>  a  result.  Payless  is 
being  reported  as  a  discontinued  operation.  The  spin-off  is  targeted  for  May  1996. 

Sales  in  1995  were  $10.5  billion,  an  increase  of  7.7%  over  1994  sales  of  $9.8  billion. 
Fhe  sales  increase  over  last  year  was  achieved  during  a  period  of  deflation  for  depart¬ 
ment  store  prices.  It  reflects  the  benefit  of  new  store  openings  and  an  increase  in  store- 
for-store  sales  of  2.5%.  Store-for-store  sales  increases  for  the  first  through  fourth 
quarters  in  1995  were  2.4%,  5.0%,  1.5%  and  1.9%,  respectively. 

W  e  achieved  $2.61  in  earnings  per  share  from 
continuing  operations  in  1995,  a  7.4%  increase 
over  last  years  $2.43.  Net  earnings  from  contin¬ 
uing  operations  totaled  $700  million,  compared 
with  $650  million  last  year.  Return  on  revenues 
was  6.4%  in  1995  and  1994.  Return  on  equity 
was  20.8%  in  1995  (computed  as  net  earnings 
from  continuing  operations  divided  by  begin¬ 
ning  shareowners*  equity  adjusted  for  the 
impact  of  the  Pay  less  spin-off).  This  was  May’s 
sixth  consecutive  year  with  a  return  on  equity 
over  20%.  Return  on  continuing  operations'  net 
assets  was  20.1%  in  1995  and  1994. 


Management’s 
Discussion  and 

Analysis 
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Earnings  per  share  from 
continuing  operations 


$10.5 


We  opened  37  department  stores  during  1995.  adding  6.3  million  square  feet  of  retail 

spare,  lour  of  these  stores  were  Lord  vN  Taylor  locations,  in  King  of  Prussia.  Pa.:  Raleigh,  N.C.;  Schaumburg,  III.;  and 
Victor,  N.\.  Hecht’s  opened  18  locations,  14  of  which  were  acquired  Wanamakers  stores.  These  include  13 
Pennsylvania  locations,  in  downtown  Philadelphia,  northeast  Philadelphia,  W  ynnewood.  Jenkintown,  King  of  Prussia. 
Reading,  Langhome,  Springfield,  North  W  ales,  W  hitehall.  Camp  Hill.  ^  ork  and  Harrisburg;  two  New  Jersey  locations, 
in  Moorestown  and  Bedford:  one  Mary  land  location  in  Chevy  Chase:  one  Delaware  location  in  Newark;  and  one  North 
Carolina  location  in  Raleigh.  Kaufmann's  opened  four  Pennsylvania  stores,  in  Altoona.  Scranton.  Wilkes-Barre  and 
Munev;  and  three  New  N  ork  locations,  in  Horseheads,  New  Hartford  and  Rochester.  Two  stores  were  Foley's  loca¬ 
tions.  in  Austin  and  Temple,  lex.  Robinsons-May  reopened  one  location  in  Los  Angeles,  Calif.,  that  had  been 
damaged  by  the  January  1994  earthquake.  Filene's  opened  four  stores,  in  Holyoke.  Mass.:  Stamford,  Conn.:  and  in 
Kingston  and  Schenectady,  N.\  Famous- Barr  opened  one  store  in  St.  Louis.  In  addition,  we  remodeled  12  depart¬ 
ment  stores  in  1995.  totaling  845,000  retail  square  feet,  and  expanded  eight  of  these  stores  by  290.000  square  feet. 
At  fiscal  year-end.  May  operated  346  department  stores  in  30  states  and  the  District  of  Columbia. 

Five  department  stores  were  closed  during  the  year,  resulting  in  a  net  increase  of  32  department  stores  ami  5.4  million 
square  feet  of  retail  space.  This  is  the  second  consecutive  year  of  significant  store  openings  following  several  years  in 
which  the  department  store  count  decreased  as  new  department  store  openings  were  more  than  offset  by  tin*  closings 
of  low-productivity  stores. 

Our  expansion  program  for  1996  includes  15  new  department  stores,  which  will  add  2.3  million  square  feet  of  retail 
space.  In  1996,  the  company  plans  to  remodel  13  department  stores  totaling  1.4  million  square  feet  of  retail  space, 
and  to  expand  eight  of  these  stores  by  a  total  of  150.000  square  feet.  The  1996—2000  expansion  plan  will  add  1  15 
new  department  stores  totaling  18.9  million  retail  square  feet.  The  expansion  plan  will  result  in  a  6%  net  annualized 
increase  in  department  store  square  footage.  During  this  five-year  period.  Mav  will  invest  $2.1  billion  for  new  stores 
and  w  ill  spend  an  additional  $570  million  to  remodel  existing  stores.  These  are  the  major  components  of  a  $3.7  billion 
capital  plan. 
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Net  retail  sales  from 
continuing  operations 
(in  billions) 


12 


$1.14 


$  47 


$201 


$123 


Dividends  per  common  share 
(year-end  rate) 


REVIEW  OF  OPERATIONS 

Net  earnings  from  continuing  operations  totaled 
$700  million  in  1995,  compared  with  $650  million  in 
1994  and  $578  million  in  1993.  Return  on  revenues 
was  6.4%  in  1995,  compared  with  6.4%  in  1994  and 
6.0%  in  1993.  Fully  diluted  earnings  per  share  from 
continuing  operations  reached  $2.61  in  1995.  compared 
with  $2.43  in  1994  and  $2.15  in  1993. 


Results  of  continuing  operations  for  the  past  three  years 
were  as  follows: 


(dollars  in 

1995 

1994 

1993 

millions,  except 

Percent  of 

Percent  of 

Percent  of 

per  share) 

$ 

Revenues 

$  Revenues 

$  Revenues 

Net  Retail 

Sales 

1  10,507 

$  9,759 

8  9,020 

Revenues 

$  10.952 

100,0% 

$10,107 

100.0% 

$  9.562 

100.0% 

Cost  of  sales 
Selling,  general 

7.461 

68.1 

6,879 

68. 1 

6.537 

68.4 

and  administra 

live  expenses 
Interest 

2.081 

19.0 

1.916 

18.9 

1.824 

19.1 

expense,  net 

250 

2.3 

233 

2.3 

244 

2.5 

Earnings  before 
income  laxes 
Provision  for 

1,160 

10.6 

1.079 

10.7 

957 

LO.O 

income  laxes* 

460 

39.7 

429 

39.7 

379 

39.6 

Net  Earnings 

$ 

700 

6.4% 

$  650 

6.4% 

$  578 

6.0% 

Fully  Diluted 

Earnings 
per  Share 

8 

2.61 

8  2.43 

$  2.15 

*  Percent  of  Revenues  column  represents  effective  income  tax  rate. 


Fiscal  1995  included  53  weeks.  The  additional  week  did 
not  materially  affect  1995  earnings.  All  net  retail  sales 
information  in  this  Review  of  Operations  is  presented  on 
a  52- week  basis  for  comparability. 


Earnings  before  interest  and  taxes  (EBIT)  for  the  past 
three  years  were  as  follows: 

Increase 

(dollars  in  millions)  1995  1994  1993  1995  1994 

Operating  earnings  1.410  1.312  1.201  7.5%  9.3% 

Percent  of  revenues  12.9%  13.0%  12.6% 


EBIT  presented  above  include  a  LIFO  credit  of  $53 
and  $46  million  in  1995  and  1994.  respectively,  and 
a  charge  of  $7  million  in  1993. 

EBIT,  excluding  LIFO,  is  presented  below  on  a  supple¬ 
mentary  basis  for  comparative  purposes: 

Increase 

(dollars  in  millions)  1995  1994  1993  1995  1994 

Operating  earning;*  $1,357  1 .266  $  1,208  7.2%  4.8% 

Percent  of  revenues  12.4%  12.5%  12.6% 

Mays  346  quality  department  stores  are  operated  by 
eight  regional  department  store  companies  across  the 
United  States,  each  operating  under  long-standing  and 
widely  recognized  names.  Each  store  company  holds  a 
leading  market  position  in  its  region. 

The  table  below  summarizes  net  retail  sales,  sales  per 
square  foot,  building  area  square  footage,  and  number  of 
stores  for  each  store  company: 


Net  Retail  Building  Area 

Sales  in  Millions  Sales  per  Square  Footage 

of  Dollars  Square  Foot  in  Thousands  Number  of  Stores 


1995 

1994 

1995 

1994 

1995 

1994 

1995 

New 

Closed 

1994 

Lord  &  Taylor.  New  York  City 

$  1,586 

8  1.451 

$233 

$226 

7.131 

6.81 1 

57 

4 

1 

,54 

Hecht’s,  Washington,  D  C. 

1,661 

1,423 

207 

212 

10.455 

6.959 

62 

18 

l 

45 

Foley's,  Houston 

1.693 

1,633 

180 

181 

9.896 

9.583 

51 

2 

- 

49 

Robinsons- May,  Los  Angeles 

1.562 

1.494 

170 

171 

9.568 

9.527 

53 

1 

_ 

52 

Kaufniann's.  Pittsburgh 

1.394 

1,302 

201 

198 

7,747 

6.908 

46 

7 

1 

40 

E dene's.  Boston 

1.261 

1.162 

236 

239 

5.88*1 

5,320 

39 

4 

1 

36 

Famous- Barr.  St.  Louis 

983 

947 

201 

193 

5,189 

5.099 

30 

1 

1 

30 

Meier  &  Frank.  Portland,  Ore. 

367 

347 

213 

204 

1.770 

1.770 

8 

*= 

- 

8 

Total 

$10,507 

$  9,759 

$201 

$200 

57.640 

51.977 

346 

37 

5 

314 

Mel  retail  sales  represent  sales  of  stores  open  al  the  end  of  1995. 

Sales  per  square  foot  are  calculated  from  revenues  and  average  gross  retail  square  footage. 

Building  area  represents  gross  retail  square  footage  of  stores  open  at  the  end  of  the  period  presented. 
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Common  stock  price  range 
and  year-end  closing  price 


$18.42 
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Book  value  per  common  share 


Net  Retail  Sales.  Net  retail  sales  (see  page  21  for 
definition)  increases  for  1995  and  1994  were  as  follows: 

1995  v*.  1994  1994  vs.  1993  w 

Five-Year 

Store-for-  Store-for-  Compound 

Total  Store  Total  Store  Growth  Rate 

7.7%  2.5%  8.2%  5.4%  7.0% 

The  total  sales  increase  lor  1995  reflect  the  opening  of 
37  new  department  stores  and  a  2.5%  store-for-store 
increase.  The  total  sales  increase  for  1994  include  the 
results  of  19  new  department  stores  and  a  5.4%  store- 
for-store  increase.  Sales  per  square  foot  were  as  follows: 

1995  Five-Year 
vs.  1994  Compound 

1995  1994  1993  1990  Increase  Growth  Rate 

$201  $200  $101  1172  0.7%  :\.\% 

Sales  include  leased  and  licensed  department  sales  of 
S3 1 1  million,  $290  million  and  S313  million  in  1995, 
1994  and  1993,  respectively.  Revenues  include  finance 
charge  revenues  of  $340  million,  $334  million  and 
$330  million  in  1995,  1994  and  1993,  respectively.  The 
low  finance  charge  revenue  growth  rate  over  the  last  two 
years  reflects  increased  use  of  third-party  credit  cards. 

Cost  of  Sales.  Cost  of  sales  includes  cost  of  merchandise 
sold  and  buying  and  occupancy  costs.  Cost  of  sales  was 
$7.46  billion  in  1995,  compared  with  $6.88  billion  in 
1994,  an  8.5%  increase.  The  overall  increase  resulted 
from  an  8.4%  increase  in  revenues.  As  a  percent  of 
revenues,  cost  of  sales  remained  constant  between  1995 
and  1994  at  68.1%.  A  slight  decline  in  merchandise 
gross  margin  was  offset  by  a  decrease  in  the  occupancy 
rate  and  an  increase  in  the  UFO  credit. 

Cost  of  sales  was  $6.88  billion  in  1994,  compared  w  ith 
$6.54  billion  in  1993,  a  5.2%  increase.  The  overall 
increase  of  5.2%  resulted  from  a  5.7%  increase  in 
revenues,  offset  by  a  lower  cost  of  sales  rate.  As  a 
percent  of  revenues,  cost  of  sales  was  68.1%  in  1994, 
compared  with  68.4%  in  1993.  The  lower  1994 
percent  compared  with  1993  was  due  to  a  LIFO  credit 
of  $46  million  in  1994  compared  with  a  charge  of 
$7  million  in  1993  and  a  slightly  lower  buying  expense 
rate,  partially  offset  by  a  small  decline  in  merchandise 
gross  margin. 

The  impact  of  LIFO  on  cost  of  sales,  as  a  percent  of 
revenues,  is  shown  below: 

_ 1995  1994  1993 

Coal  of  sales  68.1%  68.1%  68.4% 

LIFO  charge  (credit)  (0.5)  (0.4)  0.1 

Cosl  of  sales  before  UFO  68.6%  68.5%  68.3% 


Selling,  General  and  Administrative  Expenses.  Selling, 
general  and  administrative  expenses  were  $2.08  billion 
in  1995,  compared  with  $1.92  billion  in  1994,  an  8.6% 
increase.  The  overall  increase  was  due  to  an  8.4%' 
increase  in  revenues.  As  a  percent  of  revenues,  selling, 
general  and  administrative  expenses  increased  0.1%  to 
19.0%  in  1995,  compared  with  18.9%  in  1994,  as  payroll 
costs  increased  at  a  slightly  higher  rate  than  revenues. 

Selling,  general  and  administrative  expenses  were 
$1.92  billion  in  1994,  compared  with  $1.82  billion  in 
1993,  a  5.0%  increase.  The  overall  increase  was  due  to 
a  5.7%  increase  in  revenues.  As  a  percent  of  revenues, 
selling,  general  and  administrative  expenses  decreased 
0.2%  to  18.9%  in  1994,  compared  with  19.1%  in  1993, 
as  payroll  costs  increased  at  a  lesser  rate  than  revenues. 

Selling,  general  and  administrative  expenses  include 
advertising  and  sales  promotion  costs  of  $404  million, 
$370  million  and  $358  million  in  1995,  1994  and 
1993,  respectively. 

Interest  Expense.  Interest  expense  components  were: 


(dollars  in  millions) 

1995 

1994 

1993 

Interest  expense 

1283 

$256 

$262 

Interest  income 

04) 

18) 

(8) 

Capitalized  interest 

0‘>l 

115) 

00) 

Interest  expense,  net 

$250 

$233 

$214 

Percent  of  revenue* 

2.3% 

2.3% 

2.5% 

The  increase  in  1995  net  interest  expense  from  1994 
was  due  to  increased  average  borrowings  related  to  store 
growth  including  the  acquisition  of  certain  assets  of 
John  Wanamaker  and  Woodward  &  Lothrop. 

I  he  decrease  in  1994  net  interest  expense  compared 
with  1993  was  the  result  of  reduced  average  borrowings. 

Income  Taxes.  The  effective  income  tax  rates  were 
39.7%,  39.7%  and  39.6%  in  1995,  1994  and  1993, 
respectively. 

The  1995  effective  income  tax  rate  of  39.7%  remained 
constant  compared  to  1994,  as  a  0.3%  increase  in  the 
effective  federal  income  tax  rate  was  offset  by  a  0.3% 
decrease  in  the  net  effective  state  income  lax  rate.  The 
1994  effective  income  tax  rate  of  39.7%  increased 
compared  w  ith  1993  because  of  slightly  higher  slate 
income  tax  rates.  See  Taxes  on  page  24.  Also  see 
Summary  of  Significant  Accounting  Policies  on  page  21 
for  a  discussion  of  Statement  of  Financial  Accounting 
Standards  No.  109,  “Accounting  for  Income  Taxes." 
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Return  on  equity 


Impact  of  Inflation.  Overall,  inflation  has  not  had  a 
material  impact  on  the  company's  1995  sales  growth 
and  earnings.  The  company  values  its  inventory  on  a 
LIFO  basis,  and  as  a  result,  the  current  cost  of  merchan¬ 
dise  is  reflected  in  current  operating  results. 

Discontinued  Operation.  Payless  ShoeSource,  Inc.,  is  the 
nation's  largest  chain  of  self-service  family  shoe  stores. 
At  year-end.  Payless  operated  4,549  stores  and  773 
Payless  Kids  expansion  stores  in  49  states,  the  District 
of  Columbia,  Puerto  Rico  and  the  Virgin  Islands. 

Results  for  Payless  for  the  fiscal  years  shown  were: 

Increase 

(Decrease) 

(dollars  in  millions!  1995  1994  1993  1995  1994 

Revenues  82.330  $2,116  $1,966  10.1%  7.6% 

Operating  earnings  162  218  222  (25.9)  (1.6) 

Percent  of  revenues  6.9%  10.3%  11.2% 

Return  on  net  assets  13.9  20.6  23.1 


Operating  earnings,  percent  of  revenues,  and  return  on 
net  assets  for  1995  in  the  above  table  were  computed 
with  earnings  before  special  and  nonrecurring  items. 
Operating  earnings  represent  earnings  before  income 
taxes  and  net  interest  expense  (EBIT).  Payless  recorded 
special  and  nonrecurring  pretax  charges  of  $72  million 
in  1995.  See  Discontinued  Operation  on  page  27. 


REVIEW  OF  FINANCIAL  CONDITION 


20.1% 


Our  1995  financial  performance  further  strengthened 
our  balance  sheet  and  financial  condition.  We 
continue  to  meet  our  objective  of  generating  superior 
shareowner  returns  while  maintaining  access  to  capital 
at  reasonable  costs. 

Return  on  Equity.  Return  on  equity  is  our  principal 
measure  in  evaluating  our  performance  for  shareowners 
and  our  ability  to  invest  shareowners'  funds  profitably. 
Our  objective  is  to  sustain  performance  that  places  our 
return  on  equity  in  the  top  quartile  of  the  retail  industry. 
Return  on  beginning  equity  was  20.8%  in  1995, 
compared  with  21.3%  in  1994  and  22.1%  in  1993. 

The  1995  return  on  beginning  equity  was  computed 
with  net  earnings  from  continuing  operations  divided  by 
beginning  shareowners'  equity  adjusted  for  the  impact 
of  the  Payless  spin-off.  During  this  period,  our  financial 
strength  improved.  Our  1995  debt-to-capitalization  ratio 
was  42%f,  which  reflects  the  Payless  spin-off,  compared 
with  47%'  in  1992.  Net  earnings  from  1995  continuing 
and  discontinued  operations,  yielded  a  return  on  begin¬ 
ning  equity  of  18.0%. 
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Return  on  net  assets  from 
continuing  operations 


Return  on  Net  Assets.  Return  on  continuing  operations' 
net  assets  measures  performance  independent  of  capital 
structure.  Return  on  continuing  operations'  net  assets 
represents  pretax  earnings  before  net  interest  expense 
and  the  interest  component  of  operating  leases,  divided 
by  beginning  of  year  continuing  operations'  net  assets 
(including  present  value  of  operating  leases).  Return 
on  continuing  operations'  net  assets  was  20.1%  in  1995, 
compared  with  20.1%  in  1994  and  19.0%  in  1993.  The 
improvement  in  the  1994  return  on  net  assets  over  the 
1993  figure  was  due  to  the  growth  in  earnings  exceeding 
the  3.0%  growth  in  beginning-of-year  net  assets. 

Cash  Flow.  Cash  flow  from  continuing  operations  (earn¬ 
ings  plus  depreciation/amortization)  was  $1.0  billion. 
This  was  9.4%  of  revenues  in  1995,  compared  with 
9.4%  in  1994  and  9.0%  in  1993.  The  company’s  cash 
flow  as  a  percent  of  revenues  continues  to  be  one  of 
the  highest  in  the  retail  industry,  and  it  gives  the 
company  ample  resources  to  invest  in  its  business. 

Sources  and  (uses)  of  cash  flows  are  summarized  below: 


(millions) 

1995 

1994 

1993 

Karnings  and  depreciation/amortization 

$1,033 

$  947 

$  859 

Working  capital  increases 

(331) 

(165) 

(176) 

Discontinued  operation 

97 

(1) 

43 

Other  operating  activities 

49 

(17) 

65 

Investing  activities 

(871) 

(580) 

(471) 

Net  long-term  debt  issuances  (repayments) 

444 

118 

(190) 

Other  financing  activities 

(310) 

(293) 

(262) 

Increase  (decrease)  in 
cash  and  cash  equivalents 

t  111 

$  9 

$  (132) 

Financing  Activities.  During  the  1995  second  quarter, 
the  company  issued  $100  million.  7.50%  debentures 
due  in  2015  and  $100  million.  7.60%  debentures  due 
in  2025.  The  proceeds  from  the  issuance  were  added 
to  the  company’s  general  funds  and  were  available  for 
capital  expenditures,  working  capital  needs,  the  pur¬ 
chase  of  certain  of  the  company’s  other  indebtedness, 
and  other  general  corporate  purposes,  including  invest¬ 
ments  and  acquisitions. 

During  the  1995  third  quarter,  the  company  issued 
$125  million,  7.15%  notes  due  in  2004,  $125  million, 
7.625%  debentures  due  in  2013,  and  $150  million, 
8.125%  debentures  due  in  2035.  The  proceeds  from  the 
issuance  were  added  to  the  company’s  general  funds  and 
were  available  for  the  acquisition  of  certain  assets  of 
John  Wanamaker  and  Woodward  &  Lothrop. 
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The  May  Department  Stores  Company 


85  87  89  91  93  95 

Cash  flow  from  continuing 
operations  (in  millions) 

Depreciation  and  amortization  ■ 
Net  earnings  ■ 


During  the  fourth  quarter  of  1995,  the  c  ompany 
recorded  an  extraordinary  aftertax  loss  of  $3  million 
($5  million  pretax)  as  it  executed  a  binding  contract  to 
call  $112  million  of  9.25%  debentures  due  to  mature 
March  1. 2016.  The  debentures  will  be  called  effective 
March  1,  1996. 

During  1995  and  1994,  the  company  retired  $150  mil¬ 
lion  and  $55  million  of  debt,  respectively. 

Financial  Condition  Ratios.  Our  strong  debt-to-capitaliza- 
tion  and  fixed  charge  coverage  ratios  will  further  improve 
with  the  spin-off  of  Payless.  These  figures  are  consistent 
with  our  capital  structure  objectives.  Our  capital  struc¬ 
ture  provides  us  with  substantial  financial  flexibility. 

The  debt-to-capitalization  ratios  reflecting  the  comple¬ 
tion  of  the  spin-off  of  Payless  were  42%,  41%  and  42% 
for  1995,  1994  and  1993,  respectively.  The  debt-to- 
capitalization  ratios  including  the  discontinued  opera¬ 
tion  were  44%,  44%  and  45%  at  the  end  of  1995,  1994 
and  1993.  respectively.  For  purposes  of  the  debt-to- 
capitalization  ratio,  total  debt  is  defined  as  short-term 
and  long-term  debt  (including  the  ESOP  debt  reduced 
by  unearned  compensation),  redeemable  preferred  stock, 
and  the  capitalized  value  of  all  leases,  including  operat¬ 
ing  leases.  Capitalization  is  defined  as  total  debt, 
noncurrent  deferred  taxes,  ESOP  Preference  Share>  and 
shareowners'  equity.  See  Profit  Sharing  on  page  22  for 
discussion  of  tin*  ESOP.  The  total  debt,  as  defined  above, 
related  to  Payless  was  $897  million  at  the  end  of  1995. 


The  fixed-charge  coverage  ratios  reflecting  the  comple¬ 
tion  of  the  spin-off  of  Payless  were  4.2x.  4.2x  and  3.7x 
for  1995,  1994  and  1993,  respectively.  Fixed-charge 
coverage  ratios  including  the  discontinued  operation 
were  3.1  x,  3.4x  and  3.2x  in  1995,  1994  and  1993. 
respectively.  Fixed  charges  are  defined  as  gross  interest 
expense,  interest  expense  on  the  ESOP  debt,  total 
rent  expense,  and  the  pretax  equivalent  of  dividends 
on  redeemable  preferred  stock.  In  1994,  the  improve¬ 
ment  in  coverage  resulted  from  the  increased  level  of 
earnings  and  a  decrease  in  fixed  charges,  primarily 
interest  expense. 

Our  bonds  are  rated  A2  by  Moody's  Investors  Service, 
Inc.  and  A  by  Standard  &  Poor's  Corporation.  Our 
commercial  paper  is  rated  PI  and  A1  by  Moody's  and 
Standard  &  Poor's,  respectively. 


Capital  Expenditures.  Our  strong  financial  condition 
enables  us  to  make  capital  expenditures  to  enhance 
shareowners'  returns.  Return  on  net  assets,  internal 
rate  of  return,  and  sales  per  square  foot  are  emphasized 
as  the  principal  operating  measures  as  we  invest  in 
new  stores  and  remodelings  and  as  we  eliminate  unpro¬ 
ductive  space. 

Capital  expenditures  in  1996  will  approximate  $690  mil¬ 
lion.  Capital  expenditures  for  tin*  1996-2000  period  are 
planned  at  $3.7  billion.  We  intend  to  use  internal  cash 
flow  to  finance  substantially  all  of  these  expenditures. 

Available  Credit.  The  company  lias  $750  million  of 
available  borrowing  under  its  multiyear  credit  agreement. 
In  addition,  the  company  has  filed  with  the  Securities 
and  Exchange  Commission  a  shelf  registration  statement 
that  would  enable  it  to  issue  up  to  $800  million  of 
additional  debt  securities. 

Common  Stock  Dividends  and  Market  Prices.  Our  policy 
is  to  increase  dividends  on  common  stock  consistent 
with  our  earnings  growth  over  time.  The  1996  annual 
dividend  rate  was  increased  by  1.8%.  or  $.02  per  share, 
to  $1.16  per  share.  This  is  the  21st  consecutive  annual 
dividend  increase.  The  new  annual  dividend  rate  of 
$1.16  per  share  will  be  effective  with  the  June  1996 
dividend  payment.  Dividends  paid  have  increased  at  a 
compound  rate  of  7.7%  during  the  past  five  years.  The 
company  has  paid  consecutive  quarter!)  dividends  since 
December  1 .  1911. 

The  quarterly  price  ranges  of  the  common  stock  and 


dividend? 

Quarter 

<  per 

share 

in  1995  ant 

1995 

1  1994 

were: 

1994 

Market  Price 

High  Low 

Dividends 

Per  Share 

Market  Price 

High  Low 

Dividends 

Per  Share 

First 

$38 

$337; 

$  .26 

$•457* 

$38 

$  .23 

Second 

14 ‘A 

35  A 

.287: 

41 V* 

37% 

.20 

Third 

45* 

37 

.28% 

42 

36% 

.26 

Fourth 

167. 

38% 

.28% 

307. 

327. 

.20 

Year 

$■167, 

$337. 

$1.11% 

$457* 

$327. 

Sl.nl 

Tht-  approximate  number  u!  rommon  shareowners  as  <>l  Mareh  I.  I ‘WO. 
was  14,200. 
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Consolidated 
Statement  of  Earnings 


(dollars  in  millions,  except  per  share) 

1995 

1994 

1993 

Net  Retail  Sales 

$10,507 

$  9,759 

$  9,020 

Revenues 

$10,952 

$10,107 

$  9,562 

Cost  of  sales 

7,461 

6,879 

6,537 

Selling,  general  and  administrative  expenses 

2,081 

1,916 

1,824 

Interest  expense,  net 

250 

233 

244 

Total  cost  of  sales  and  expenses 

9,792 

9,028 

8,605 

Earnings  from  continuing  operations  before  income  taxes 

1,160 

1,079 

957 

Provision  for  income  taxes 

460 

429 

379 

Net  Earnings  from  Continuing  Operations 

700 

650 

578 

Net  earnings  from  discontinued  operation 

55 

132 

133 

Impact  of  spin-off  of  discontinued  operation 

- 

- 

- 

Net  earnings  before  extraordinary  loss 

755 

782 

711 

Extraordinary'  loss  related  to 
early  extinguishment  of  debt,  net  of  income  taxes 

(3) 

_ 

_ 

Net  earnings 

$  752 

$  782 

$  711 

Primary  Earnings  per  Share: 

Continuing  operations 

$  2.73 

S  2.53 

S  2.24 

Discontinued  operation 

0.22 

0.53 

0.53 

Impact  of  spin-off  of  discontinued  operation 

- 

- 

- 

Net  earnings  before  extraordinary  loss 

2.95 

3.06 

2.77 

Extraordinary  loss 

(0.01) 

- 

- 

Primary  Earnings  per  Share 

$  2.94 

$  3.06 

$  2.77 

Fully  Diluted  Earnings  per  Share: 

Continuing  operations 

$  2.61 

$  2.43 

$  2.15 

Discontinued  operation 

0.21 

0.49 

0.50 

Impact  of  spin-off  of  discontinued  operation 

- 

- 

- 

Net  earnings  before  extraordinary  loss 

2.82 

2.92 

2.65 

Extraordinary  loss 

(.01) 

- 

- 

Fully  Diluted  Earnings  per  Share 

$  2.81 

S  2.92 

$  2.65 

fiscal  1995  was  a  53-week  year.  Net  retail  sales  for  fiscal  1995  are  shown  on  a  52-week  basis  for  comparability.  Net  retail  sales  for  the  53  weeks  ended 
February  3,  1996,  were  SI 0.61 3. 

See  Notes  to  Consolidated  Financial  Statements. 
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The  May  Department  Stores  Company 


Consolidated  Balance  Sheet 


February  3, 

January  28. 

{dollars  in  millions,  except  per  share) 

1996 

1995 

Assets 

Current  Assets: 

Cash 

S  12 

$  8 

Cash  equivalents 

147 

40 

Accounts  receivable,  net 

2.403 

2,432 

Merchandise  inventories 

2.134 

1,813 

Other  current  assets 

169 

182 

Net  current  assets  of  discontinued  operation 

232 

243 

Total  Current  Assets 

5.097 

1.718 

Property  and  Equipment: 

Land 

238 

200 

Buildings  and  improvements 

2,908 

2,564 

Furniture,  fixtures  and  equipment 

2.416 

2.123 

Property  under  capital  leases 

55 

57 

Total  property  and  equipment 

5.6 1 7 

4,944 

Accumulated  depreciation 

(1,873) 

( 1 ,669) 

Property  and  equipment,  net 

3,7 1 1 

3,275 

( Goodwill 

671 

600 

Other  Assets 

89 

93 

Net  Noncurrent  Assets  of  Discontinued  Operation 

521 

551 

Total  Assets 

$10,122 

$9$37 

Liabilities  and  Shareowners’  Equity 

Current  Liabilities: 

Current  maturities  of  long-term  debt 

$  132 

$  168 

Accounts  payable 

692 

735 

Accrued  expenses 

650 

658 

Income  taxes  payable 

128 

128 

Total  Current  Liabilities 

1.602 

1,689 

Long-term  Debt 

3,333 

2,864 

Deferred  Income  Taxes 

378 

340 

Other  Liabilities 

204 

192 

ES( )P  Preference  Shares 

366 

374 

l  nearned  Compensation 

(346) 

(357) 

Shareowners’  Equity: 

Common  stock 

124 

124 

Additional  paid-in  capital 

- 

5 

Retained  earnings 

4,461 

4,006 

Total  Shareowners’  Equity 

4.585 

4,135 

Total  Liabilities  and  Shareowners*  Equity 

$10,122 

$9,237 

Common  stork  has  a  par  value*  of  S.r>(l  prr  share;  700  million  shares  are  authorized  and  .414.6  million  shares  were  issued.  \t  February  .4.  1006. 

248.0  million  shares  were  outstanding  and  64.7  million  shares  were  held  in  treasury.  At  January  28.  1005.  218.  I  million  shares  were  outstanding 
and  65.2  million  shares  were  held  in  treasury. 

KSOP  Preferenre  Shares  have  a  par  value  of  $.50  per  share,  a  stated  value  of  $507  per  share,  ami  800.000  shares  ,«re  authorized  \l  February  4.  1 006, 
722,11  I  shares  leonvertilde  into  14.8  million  common  shares)  were  is>ue<l  and  outstanding.  \l  January  28.  P*05.  747.1  hi  shares  (converlihle  into 
15.1  million  eommon  sharesi  were  issued  and  outstanding. 

See  Preferred  and  Preferenee  Stork  in  Notes  to  Consolidated  Financial  Statements  toi  discussion  of  other  preferred  stork 
>ee  Notes  to  Consolidated  Financial  Statements. 
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Consolidated  Statement 

of  Cash  Flows 


(dollars  in  millions) 

1995 

1994 

1993 

Operating  Activities: 

Net  earnings  from  continuing  operations 

$  700 

$  650 

$  578 

Net  earnings  from  discontinued  operation 

55 

132 

133 

Extraordinary  loss  related  to  early 
extinguishment  of  debt,  net  of  income  taxes 

(3) 

— 

- 

Net  earnings 

752 

782 

711 

Adjustments  for  noncash  items  included  in  earnings: 
Depreciation  and  amortization 

333 

297 

281 

Deferred  income  taxes  (noncurrent) 

42 

15 

11 

Deferred  and  unearned  compensation 

15 

16 

17 

W  orking  capital  increases* 

(330) 

(165) 

(176) 

Other  assets  and  liabilities,  net 

(6) 

(48) 

37 

Discontinued  operation: 

Expenses  not  requiring  the  outlay  of  cash 

96 

77 

67 

W  orking  capital  and  other 

10 

24 

(40) 

Total  Operating  Activities 

912 

998 

908 

Investing  Activities: 

Capital  expenditures 

(801) 

(682) 

(560) 

Disposition  of  property  and  equipment 

20 

106 

95 

Goodwill 

(89) 

- 

- 

Other 

(1) 

(4) 

(6) 

Discontinued  operation: 

Capital  expenditures 

(95) 

(255) 

(140) 

Disposition  of  property  and  equipment 

31 

21 

23 

Total  Investing  Activities 

(935) 

(814) 

(588) 

Financing  Activities: 

Issuance  of  long-term  debt 

600 

200 

12 

Repayment  of  long-term  debt 

(156) 

(82) 

(202) 

Purchase  of  common  stock 

(71) 

(56) 

(54) 

Issuance  of  common  stock 

57 

33 

32 

Dividend  payments 

(2%) 

(270) 

(240) 

Total  Financing  Activities 

134 

(175) 

(452) 

Increase  (Decrease)  in  Cash  and  Cash  Equivalents 

111 

9 

(132) 

Cash  and  Cash  Equivalents,  Beginning  of  Year 

48 

39 

171 

Cash  and  Cash  Equivalents,  End  of  Year 

$  159 

CO 

S  39 

*  Working  capital  increases  comprise: 

Accounts  receivable,  net 

$  29 

$  (43) 

$  (26) 

\1  erchand  i  se  i  n  vent  ones 

(321) 

(166) 

(171) 

Other  current  assets 

13 

14 

106 

Accounts  payable 

(43) 

(44) 

121 

Accrued  expenses 

(8) 

(6) 

(201) 

Income  taxes  payable 

- 

80 

(5) 

Net  increase  in  working  capital 

$(330) 

$(165) 

$(176) 

Cash  paid  during  the  year: 

Interest 

$  268 

S  240 

$  255 

Income  taxes 

448 

418 

322 

Noncash  investing  anil  financing  activities  include  conversions  of  F.SOP  Preferenc 

e  Share-*  into  common  stock 

of  3H  million. 

$7  million  and  39  million 

in  1095.  1904  and  1993.  respectively. 


See  Notes  to  Consolidated  Financial  Statements. 
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The  May  Department  Stores  Company 


Consolidated  Statement  of 
Shareowners’  Equity 


(dollars  in  millions, 
shares  in  thousands) 

Outstanding 
Common  Stock 

Additional 

Paid-in 

Total 

Retained  Shareowners’ 
Earnings  Equity 

Shares 

Dollars 

Capital 

Balance  at  January  30,  1993 

248,107 

$124 

$34 

$3,023 

$3,181 

Net  earnings 

— 

— 

— 

711 

711 

Dividends  paid: 

Common  stock  ($.8974  per  share) 

- 

- 

- 

(223) 

(223) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(17) 

(17) 

Preferred  stock 

— 

— 

— 

— 

— 

Common  stock  issued 

1,611 

1 

40 

- 

41 

Purchase  of  common  stock 

(1,376) 

(1) 

(53) 

- 

(54) 

Balance  at  January  29,  1994 

248,342 

124 

21 

3,494 

3,639 

Net  earnings 

— 

- 

— 

782 

782 

Dividends  paid: 

Common  stock  ($1.01  per  share) 

- 

- 

- 

(251) 

(251) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(19) 

(19) 

Preferred  stock 

- 

- 

— 

- 

- 

Common  stock  issued 

1,429 

1 

39 

- 

40 

Purchase  of  common  stock 

(1,388) 

(1) 

(55) 

- 

(56) 

Balance  at  January  28,  1995 

248,383 

124 

5 

4,006 

4,135 

Net  earnings 

— 

— 

— 

752 

752 

Dividends  paid: 

Common  stock  ($1.11  'A*  per  share) 

- 

- 

- 

(277) 

(277) 

ESOP  Preference  Shares,  net  of  tax  benefit 

- 

- 

- 

(19) 

(19) 

Preferred  stock 

- 

- 

- 

- 

- 

Common  stock  issued 

2,198 

1 

64 

- 

65 

Purchase  of  common  stock 

0,710) 

(1) 

(69) 

(1) 

(71) 

Balance  at  February  3,  1996 

248,871 

$124 

$  - 

$4,461 

$4,585 

Outstanding  common  stock  excludes  shares  held 

in  treasury.  Treasury'  share 

activity  for  the  last  three  years  is 

summarized  below: 

1995 

1994 

1993 

Balance,  Beginning  of  Year 

65,254 

65,295 

65,530 

Common  stock  issued: 

Exercise  of  stock  options 

(1,419) 

(677) 

(967) 

Deferred  compensation  plan 

(158) 

(181) 

(239) 

Restricted  stock  grants,  net  of  forfeitures 

(236) 

(157) 

31 

Contribution  to  Profit  Sharing  Plan 

(89) 

(145) 

(76) 

Conversion  of  ESOP  Preference  Shares 

(296) 

(269) 

(360) 

(2,198) 

(1,429) 

(1,611) 

Purchase  of  common  stock 

1,710 

1,388 

1,376 

Balance,  End  of  Year 

64,766 

65,254 

65,295 

See  Notes  to  Consolidated  Financial  Statements. 
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Notes  to  Consolidated 
Financial  Statements 

SUMMARY  OF  SIGNIFICANT 
ACCOUNTING  POLICIES 

Fiscal  Year.  The  company’s  fiscal  year  ends  on  the 
Saturday  closest  to  January  31.  Fiscal  1995  ended 
on  February  3,  1996,  and  included  53  weeks.  Fiscal 
years  1994  and  1993  ended  on  January  28.  1995,  and 
January7  29,  1994,  respectively,  and  both  included 
52  weeks.  References  to  years  in  this  annual  report 
relate  to  fiscal  years  rather  than  calendar  years. 

Basis  of  Reporting.  The  consolidated  financial  statements 
include  the  accounts  of  the  company  and  all  wholly 
owned  subsidiaries  (the  company),  reflecting  the  opera¬ 
tion  of  346  quality  department  stores.  The  consolidated 
financial  statements  reflect  Payless  ShoeSource,  Inc. 
(“Payless”),  as  a  discontinued  operation.  All  the  follow¬ 
ing  notes,  except  Discontinued  Operation  on  page  27. 
reflect  data  on  a  continuing  operations  basis. 

Net  Retail  Sales  and  Revenues.  Net  retail  sales  (sales) 
represent  52-week  sales  of  stores  operating  at  the  end  of 
the  latest  period,  and  exclude  finance  charge  revenues 
and  the  sales  of  stores  which  have  been  closed  and  not 
replaced.  Sales  include  sales  of  merchandise  and 
services  and  sales  of  leased  and  licensed  departments. 
Sales  are  net  of  returns  and  exclude  sales  tax.  Store-for- 
store  sales  represent  sales  of  those  stores  open  during 
both  years.  Revenues  include  finance  charge  revenues 
anti  all  sales  from  all  stores  operating  during  the  period. 

Cost  of  Sales.  Cost  of  sales  includes  the  cost  of  merchan¬ 
dise  sold  and  buying  and  occupancy  costs. 

Advertising  Costs.  Advertising  and  sales  promotion  costs 
are  expensed  at  the  time  the  advertising  takes  place. 

Preopening  Expenses.  Costs  associated  with  the  opening 
of  new  stores  are  expensed  during  the  year  incurred. 

Income  Taxes.  Effective  with  the  beginning  of  1993,  the 
company  adopted  Statement  of  Financial  Accounting 
Standards  (SFAS)  No.  109.  “Accounting  for  Income 
Taxes.”  The  cumulative  effect  of  adopting  SFAS  No.  109 
was  insignificant  and,  therefore,  no  adjustments  were 
reflected  in  the  financial  statements.  SFAS  No.  109 
requires  income  taxes  to  be  accounted  for  using  a 
balance  sheet  approach  known  as  the  liability  method. 


The  liability  method  accounts  for  deferred  income  taxes 
by  applying  statutory  tax  rates  in  effect  at  the  date  of  the 
balance  sheet  to  differences  between  the  book  and  tax 
basis  of  assets  and  liabilities.  Adjustments  to  deferred 
taxes  resulting  from  statutory  rate  changes  flow  through 
the  tax  provision  in  the  year  of  the  change. 

Earnings  Per  Share.  Primary  earnings  per  share  are 
computed  by  dividing  net  earnings  less  dividend 
requirements  on  redeemable  preferred  stock  and  ESOP 
Preference  Shares  (net  of  related  income  tax  benefits  on 
unallocated  shares)  by  the  average  common  shares 
outstanding  and  common  share  equivalents  during  the 
period.  Fully  diluted  earnings  per  share  assume  conver¬ 
sion  of  the  ESOP  Preference  Shares  into  common  stock 
and  adjust  net  earnings  for  the  additional  expense 
required  to  fund  the  ESOP  debt  service  resulting  from 
the  assumed  replacement  of  the  ESOP  Preference  Shares 
dividends  with  common  stock  dividends.  The  average 
common  shares  outstanding  and  common  share  equiva¬ 
lents  used  to  calculate  fully  diluted  earnings  per  share 
were  265.3  million,  264.9  million  and  265.5  million  in 
1995,  1994  and  1993,  respectively.  References  to  earn¬ 
ings  per  share  in  this  annual  report  relate  to  fully  diluted 
earnings  per  share. 

Cash  Equivalents.  Cash  equivalents  consist  primarily 
of  commercial  paper  with  maturities  of  less  than  three 
months.  Cash  equivalents  are  stated  at  cost,  which 
approximates  fair  value. 

Accounts  Receivable.  In  accordance  with  industry 
practice,  installments  on  deferred  payment  accounts 
receivable  maturing  in  more  than  one  year  have  been 
included  in  current  assets. 

Merchandise  Inventories.  Merchandise  inventories  are 
valued  by  the  retail  method  and  are  stated  on  the  LIFO 
(last-in,  first-out)  cost  basis,  which  is  lower  than  market. 
The  accumulated  LIFO  provision  was  S 118  million  and 
$171  million  in  1995  and  1994,  respectively. 

Property  and  Equipment.  Property  and  equipment  are 
recorded  at  cost.  Property  and  equipment  are  depreci¬ 
ated  on  a  straight-line  basis  over  their  estimated  useful 
lives.  Investments  in  properties  under  capital  leases 
and  leasehold  improvements  are  amortized  over  the 
shorter  of  their  useful  lives  or  their  related  lease  terms. 
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Goodwill.  Goodwill  represents  the  excess  ol Cost  over 
the  fair  value  of  net  tangible  assets  acquired  at  the  dates 
of  acquisition.  Substantially  all  amounts  are  amortized 
using  the  straight-line  method  over  a  40-year  period. 
Goodwill  is  presented  in  the  consolidated  balance  sheet 
net  of  accumulated  amortization  of  8129  million  and 
$111  million  in  1995  and  1994.  respectively  . 

Use  of  Estimates.  Management  makes  estimates  and 
assumptions  that  affect  the  amounts  reported  in  the 
consolidated  statements  of  earnings,  shareowners"  equity 
and  cash  flows,  the  consolidated  balance  sheet,  and 
notes  to  consolidated  financial  statements.  Actual  results 
could  differ  from  these  estimates. 

Derivatives  Policy.  The  company's  policy  is  to  use 
financial  derivatives  only  to  reduce  risk  in  conjunction 
with  specific  business  transactions.  Gains  and  losses 
on  hedges  of  existing  assets  or  liabilities  are  included  in 
the  respective  balance  sheet  amounts.  Gains  and  losses 
related  to  hedges  of  firm  commitments  or  anticipated 
transactions  are  deferred  and  recognized  in  operating 
results  or  included  in  balance  sheet  amounts  when  the 
transaction  occurs. 

Long-lived  Assets.  In  March  1995,  Statement  of  Financial 
Accounting  Standards  (SFAS)  No.  121.  “Accounting  for 
the  Impairment  of  Long-lived  Assets  and  for  Long-lived 
Assets  to  be  Disposed  Of."  was  issued.  SFAS  No.  121 
requires  that  long-lived  asset>  and  certain  identifiable 
intangibles  to  be  held  and  used  or  disposed  of  bv  an 
entity  be  reviewed  for  impairment  whenever  events  or 
changes  in  circumstances  indicate  that  the  carrying 
amount  of  an  asset  may  not  be  recoverable.  During 
1995,  the  company  adopted  this  statement  and  deter¬ 
mined  that  no  impairment  loss  need  be  recognized  for 
applicable  assets  of  continuing  operations. 

Reclassifications.  Certain  prior-period  amounts  have  been 
reclassified  to  conform  with  the  current-year  presentation. 

QUARTERLY  RESULTS  (Unaudited) 

Quarterly  results  of  continuing  operations  are  determined 
in  accordance  with  the  annual  accounting  policies  and 
include  certain  items  based  upon  estimates  for  the  entire 
year.  Summarized  quarterly  results  for  the  last  two  years 
were  as  follows: 


(millions, 

except  per  share)  1995 


Quarter 

First 

Second 

Third 

Fourth 

Year 

Revenues 

Si 

>.218 

S2.325 

82,569 

S3 ,840 

810.952 

Cost  of  sales 

SI 

1.543 

$1,625 

S  1.708 

82.495 

S  7.461 

Net  earnings  from 
continuing  operations 

s 

87 

S  107 

$  110 

8  396 

8  700 

Primary  earnings 
per  share  from 
continuing  o|>erations 

s 

0.33 

S  0.41 

S  IU2 

S  1.57 

S  2.73 

Fully  diluted  earnings 
per  share  from 
continuing  operations 

S  032 

$  0.40 

8  0.41 

8  1.48 

8  2.61 

(millions. 

except  per  share) 

1994 

Quarter 

First 

Second 

Third 

Fourth 

Year 

Revenue* 

82.105 

82.162 

S2.Mil 

83.436 

810,107 

Cost  of  sales 

$1,463 

81.510 

S 1 .070 

82.227 

8  0.879 

Net  earnings  from 
continuing  operations 

I  77 

8  93 

8  105 

8  375 

8  650 

Primarv  earnings 
per  share  from 
continuing  o|>eraliun.s 

8  0.29 

8  0.35 

8  0  .  40 

8  1.49 

8  2.53 

Fully  diluted  earnings 
per  share  from 
continuing  operations 

8  0.28 

8  0.35 

8  0.38 

8  1.42 

8  2.43 

There  are  variables  and  uncertainties  in  the  factors  used 
to  estimate  the  annual  LIFO  provision  (credit)  on  an 
interim  basis.  The  following  unaudited  supplementary 
information  shows  the  pro  forma  per  share  impact  of 
LIFO  had  the  final  variables  and  factors  been  known  at 
the  beginning  of  each  year. 


Quarter 

Pro 

Forma 

1995 

As 

Reported 

Pro 

Forma 

1994 

As 

Reported 

First 

8(02) 

8  .02 

$(.02) 

8  .02 

Second 

1.03) 

.02 

(.02) 

.02 

Third 

I  03) 

.00 

1.03) 

.00 

fourth 

l  04) 

1.10) 

1.04) 

(.15) 

^  ear 

$(  12) 

81.12) 

St.ll> 

8i.ll) 

ACQUISITION 

Effective  August  2d.  1995.  the  company  purchased 
14  John  \\  anamaker  stores  (one  of  which  will  not 
he  operated)  in  the  Philadelphia  area  and  three* 
Woodward  &  Lothrop  >tores  in  the  Washington.  D.C., 
area,  for  approximately  $412  million,  including 
$167  million  for  inventory',  receivables  and  other 
current  assets.  The  asset  acquisition  has  been  accounted 
for  as  a  purchase,  and  accordingly,  tlu*  operating 
results  of  the  acquired  stores  have  been  included  in  the 
company's  consolidated  results  since  the  effective 
acquisition  date.  The  acquisition  was  funded  principally 
with  long-term  debt.  The  acquisition  did  not  have 
a  material  effect  on  the  results  of  ojwrations  or  financial 
position  of  the  company  in  1995. 
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PROFIT  SHARING 

The  company  lias  a  qualified  profit-sharing  plan  that 
covers  substantially  all  associates  who  work  1.000  hours 
or  more  in  a  year  and  have  attained  age  21.  The  plan 
is  a  defined  contribution  program  that  provides  for 
discretionary  matching  allocations  at  a  variable  matching 
rate  generally  based  upon  changes  in  the  company’s 
annual  earnings  per  share,  as  defined  in  the  plan.  The 
plan's  matching  allocation  value  totaled  $33  million. 

$29  million  and  $35  million  in  1995.  1991  and  1993. 
respectively. 

The  company's  Profit  Sharing  Plan  includes  an  Employee 
Stock  Ownership  Plan  (ESOP)  under  which  the  Profit 
Sharing  Plan  borrowed  $400  million  in  1989,  guaranteed 
by  the  company,  at  an  average  rate  of  8.5%  with  an 
average  maturity  of  12  years.  The  proceeds  were  used  to 
purchase  $400  million  of  a  new  class  of  convertible  pref¬ 
erence  stock  of  the  company  (ESOP  Preference  Shares). 
The  company  issued  788.955  ESOP  Preference  Shares. 
Each  share  is  convertible  into  20.4903  shares  of  common 
stock  and  has  a  stated  value  of  $24.74  per  common  share 
equivalent.  The  annual  dividend  rate  on  the  ESOP 
Preference  Shares  is  7.5%,  and  the  shares  are  redeem¬ 
able  by  the  holder  or  the  company  in  certain  situations. 

The  $378  million  outstanding  portion  of  the  guaranteed 
ESOP  debt  is  reflected  on  the  consolidated  balance 
sheet  in  long-term  debt,  because  the  company  will  ulti¬ 
mately  fund  the  required  debt  service.  The  company's 
contributions  to  the  ESOP,  along  with  the  dividends  on 
the  ESOP  Preference  Shares,  are  used  to  repay  the  loan 
principal  and  interest.  Interest  expense  associated  with 
the  ESOP  debt  was  $32  million  in  1995.  and  $33  million 
in  each  of  1994  and  1993.  ESOP  Preference  Shares 
dividends  were  $28  million  in  1995  and  1994.  and 
$29  million  in  1993.  ESOP  debt  principal  payments 
began  in  1993.  ESOP  Preference  Shares  are  released 
based  upon  debt-service  payments  and  are  allocated 
to  participating  associates'  accounts.  Unearned  compen¬ 
sation,  initially  an  equal,  offsetting  amount  to  the 
$400  million  guaranteed  ESOP  debt,  has  been  adjusted 
for  the  difference  between  the  expense  related  to  the 
ESOP  and  cash  payments  to  the  ESOP,  and  is  amortized 
as  principal  is  repaid. 

The  company's  expense  related  to  the  Profit  Sharing 
Plan  was  $17  million,  $19  million  and  $20  million  in 
1995,  1994  and  1993.  respectively. 

At  February  3,  1996.  the  Profit  Sharing  Plan  beneficially 
owned  11.5  million  shares  of  the  company’s  common 
stock  and  100%  of  the  company's  ESOP  Preference 
Shares,  which  are  convertible  into  14.8  million  shares 
of  the  company's  common  stock,  representing  10.0%  of 
the  company’s  common  stock  on  a  fully  converted  basis. 


PENSION 

The  company  has  a  qualified  retirement  plan  that  covers 
substantial^  all  associates  who  work  1.000  hours  or 
more  in  a  vear  and  have  attained  age  21.  The  plan  is 
noncontributory  and  provides  benefits  based  upon  years 
of  service  and  pay  during  employment.  The  company 
also  maintains  a  nonqualified  supplementary  retirement 
plan  for  certain  associates  and  foreign  retirement  plans 
for  certain  overseas-based  associates. 

Pension  expense  is  based  on  information  provided  by 
an  outside  actuarial  firm,  which  uses  assumptions  to 
estimate  the  total  benefits  ultimately  payable  to  associ¬ 
ates  and  then  allocates  this  cost  to  serv  ice  periods.  The 
actuarial  assumptions  used  to  calculate  pension  costs 
are  reviewed  annually.  The  following  tables  summarize 
the  f  unded  status  of  the  plans,  components  of  pension 
expense,  actuarial  assumptions,  and  definitions  of  terms 

(millions)  1995_ 1994 


Actuarial  Present  \  alue  of  Benefit  Obligations: 

Vested  benefit  obligation 

§260 

§185 

Nonvested  benefit  obligation 

29 

23 

Accumulated  benefit  obligation  (  ABO) 

289 

208 

Estimated  effeel  of  future  salary  increases 

+9 

51 

Projected  benefit  obligation  tPBO) 

338 

259 

Plan  assets  at  fair  \alue  •  prunariK 

equity  and  fixed  income  securities) 

290 

227 

Plan  assets  less  than  PBO 

(•18.1 

(32) 

l  nrecognized  obligation 

3 

l 

Unrecognized  gain 

127) 

(36) 

l  nrecognized  prior  service  cost 

21 

20 

Accrued  pension  cost 

St5h 

S  (44) 

Plan  assets  in  excess  of  \BO 

§  1 

8  19 

The  accrued  pension  cost,  which  primarily  represents 
the  unfunded  accumulated  benefit  obligation  (ABO) 
for  the  nonqualified  supplementary  retirement  plan, 
is  included  in  other  liabilities  on  the  accompanying 
balance  sheet.  Qualified  plan  assets  in  excess  of 
ABO  were  $61  million  and  $57  million  in  1995  and 
1994,  respectively. 


(millions) 

1995 

1994 

1993 

Components  of  Pension  Expense: 

Ser\  ice  cost 

§21 

§22 

§21 

Interest  on  PBO 

22 

19 

20 

\etual  return  on  assets 

(61 1 

6 

(22) 

Net  amortization  and  deferral 

40 

( 19) 

3 

Total 

§28 

8  28 

§22 

23 
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At  the  end  of  1995,  the  discount  rate  and  expec  ted  rate 
of  return  on  plan  assets  were  decreased  as  a  result  of  a 
general  decrease  in  interest  rates  during  the  year. 


January  1. 


1996 

1995 

1994 

Actuarial  Assumption**: 

Discount  rate 

7.0  % 

8.0  % 

7.0% 

Kxpected  return  on  plun  assets 

7.25 

8.25 

7.5 

Salary  increase 

4.5 

5.0 

5.0 

Definitions  of  Terms: 

ABO  is  the  actuarial  present  value  of  benefits  (both  vested  and  non  vested) 
attributed  by  the  pension  benefit  formula  to  prior  associate  service;  it  is 
based  on  current  and  past  compensation  levels. 

PBO  is  the  actuarial  present  value  of  lienefits  attributed  by  the  pension 
benefit  formula  to  pnor  associate  service  taking  into  consideration  future 
salary  increases. 

Accrued  |>ension  cost  is  the  balance  sheet  accrued  expense  not  yet  paid 
to  a  plan. 

Net  amortization  and  deferral  represents  the  net  effect  during  the  period 
of  the  delayed  recognition  provisions  of  SFAS  No.  87. 

Another  important  element  in  the  retirement  programs 
for  associates  is  the  federal  Social  Security  system  into 
which  the  company  paid  $123  million  in  1995  as  its 
matching  contribution  to  the  $123  million  paid  in 
by  associates. 

The  company  maintains  a  postretirement  benefit  plan 
for  certain  associates.  Benefits  vary  by  the  group  of  asso¬ 
ciates  covered  and  include  fixed  or  variable  benefits  for 
life  and/or  health  insurance.  At  the  end  of  1995,  the 
company  decreased  the  discount  rate  assumption  from 
8.0%  to  7.0%,  which  resulted  in  a  $4  million  increase 
in  the  present  value  of  future  obligations. 

As  of  February  3,  1996,  the  company’s  estimated 
present  value  of  future  obligations  for  postretirement 
benefits  was  $43  million,  of  which  $41  million  was 
accrued.  As  provided  in  Statement  of  Financial  Account¬ 
ing  Standards  No.  106,  “Employers’  Accounting  for 
Post  retirement  Benefits  Other  Than  Pensions,”  an 
unrecognized  net  loss  of  less  than  10%  of  the  liability  is 
not  required  to  be  amortized.  The  estimated  future  oblig¬ 
ations  are  based  upon  assumed  annual  health  care  cost 
increases  of  11%  for  1996,  decreasing  by  1%  annually 
to  7%  for  2000  and  future  years.  A  one-percentage-point 
increase/decrease  in  the  assumed  annual  health  care 
cost  increases  would  increase/decrease  the  present  value 
of  estimated  future  obligations  for  postretirement  bene¬ 
fits  by  $1  million.  The  postretirement  plan  is  unfunded. 
The  postretirement  expense  was  $2  million.  $3  million 
and  $2  million  in  1995,  1994  and  1993,  respectively. 


TAXES 

The  provision  for  income  taxes  and  related  percent  of 
pretax  earnings  for  the  last  three  years  were  as  follows: 


(doJUrt  in  millions) 

1995 

1994 

1993 

s 

% 

s  % 

$ 

% 

Feiteral 

$343 

$331 

$240 

State  ami  local 

70 

72 

52 

Taxes  currently  payablr 

413 

35.7% 

403  37.3%  292 

.30.5% 

Federal 

40 

22 

74 

State  and  local 

7 

4 

13 

Deferred  taxes 

47 

4.0 

26  2.4 

87 

9  1 

Total 

$460 

39.7% 

$429  39.7%  $379 

39.6% 

The  reconciliation  between  the  statutory  federal 

income 

tax  rate  and  the  effective 

income  tax  rate  for  the 

last 

three  years  follows 

: 

1995 

1994 

1993 

Statutory  federal  income  tax  rate 

35.0% 

35.0% 

35.0% 

State  und  local  income  luxes 

6.7 

7.2 

7  II 

Fedrrul  tax  benefit  of  state 

amt  local  income  taxes 

(2.3) 

(2.5) 

(2.5) 

Other,  net 

0.3 

— 

0.1 

Effec  tive  income  tax  rate 

39  7% 

39.7% 

.39.6% 

Major  components  of  deferred  tax  assets  and  (liabilities) 


were  as  follows: 

(miNkmt) 

February  3, 
1996 

January  28. 

1995 

Accrued  exjienses  ami  reserves 

$  132 

$  134 

Deferred  and  other  compensation 

104 

99 

Depreciation/ amortization  and  basis  differences 

(323) 

(276) 

Other  deferred  income  lax  liabilities,  net 

(173) 

(155) 

Net  deferred  income  taxes 

(260) 

(198) 

Leas:  Net  current  deferred  income  lax  assets 

118 

142 

Nom  urrent  deferred  income  taxes 

*37B) 

$(.340) 

Net  current  deferred  income  tax  assets  are  included  in 


other  current  assets  in  the 

accompanying 

balance  sheet. 

Taxes  other  than  income  taxes  consisted  < 

)f: 

(million*) 

1995 

1994  1993 

Payroll 

$160 

$146  $139 

Real  estate  ami  personal  profierly 

83 

79  79 

Total 

$243 

$225  $218 

ACCOUNTS  RECEIVABLE 

During  1995,  credit  sales  under  department  store  credit 
programs  were  $6.0  billion,  or  54.5%  of  1995  depart¬ 
ment  store  revenues:  this  compares  with  57.3%  in  1994 
and  62.4%  in  1993.  An  estimated  30  million  customers 
hold  credit  cards  under  the  company's  various  credit 
programs.  During  the  past  years,  we  have  expanded  our 
acceptance  of  third-party  credit  cards.  Sales  made 
through  third-party  credit  cards  totaled  $2.4  billion  in 
1995,  compared  with  $1.8  billion  in  1994  and 
$1.3  billion  in  1993. 
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Net  accounts  receivable  consisted  of: 


February  3,  January  28. 
(millions)  1996  1995 


Customer  accounts  receivable 

$2,377 

$2,418 

Other  accounts  receivable 

110 

92 

Total  accounts  receivable 

2,487 

2.510 

Allowance  for  uncollectible  accounts 

(84) 

(78) 

Accounts  receivable,  net 

$2,403 

$2,432 

OTHER  CURRENT  ASSETS 

In  addition  to  net  current  deferred  income  tax  assets, 
other  current  assets  consisted  of  prepaid  expenses  and 

supply  inventories. 

OTHER  ASSETS 

Major  components  of  other  assets  included: 

February  3. 

January  28. 

(millions) 

1996 

1995 

Notes  receivable 

$37 

$48 

Deferred  debt  expense 

26 

20 

Restricted  construction  funds 

5 

5 

ACCRUED  EXPENSES 

Major  components  of  accrued  expenses  included: 

February  3, 

January  28, 

(millions) 

1996 

1995 

Insurance  costs 

SIRS 

$179 

Sales  and  use  and  other  taxes 

96 

120 

Salaries,  wages  anil  employee  benefits 

89 

90 

Interest  and  rent  exjiense 

79 

71 

Store  closings  and  real  estate-related 

71 

81 

Advertising  and  other  o|>erating  expenses 

53 

53 

Construction  costs 

43 

44 

SHORT-TERM  DEBT  AND  LINES  OF  CREDIT 

Short-term  borrowings  for  the  last  three  years  were: 

(dollars  in  millions) 

1995 

1994  1993 

Balance  outstanding  at  year-end 

— 

—  — 

Average  balance  outstanding 

$  R3  $  94 

Average  interest  rate  on  average  balanre 

6.2% 

5.0%  3.3% 

Maximum  balance  outstanding 

$216 

$317  |344 

The  average  balance  of  short-term  Inirrowings  outstand¬ 
ing,  primarily  commercial  paper,  and  the  respective 
weighted  average  interest  rates  are  based  on  the  number 
of  days  such  short-term  borrow  ings  were  outstanding 
during  the  year.  The  company  has  available  credit 
agreements  amounting  to  S750  million.  At  February  3, 
1996.  there  were  no  amounts  outstanding  under  these 
agreements. 


LONG-TERM  DEBT 

Long-term  debt  and  capital  lease  obligations  were: 

February  3,  January  28, 

(dollars  in  millions)  1996  1995 

5.7%  to  10.75%  unsecured  notes  and 


sinking  fund  debentures  due  1997-2035  $3,341  $2,902 

3.0  %  to  1 0.0  %  mortgage  notes 


and  bonds  due  1996-2012 

65 

69 

Total  debt 

3.406 

2.971 

Capital  lease  obligations 

59 

61 

3,465 

3,032 

Less  current  maturities 

132 

168 

Total 

$3,333 

$2,864 

During  the  1995  second  quarter,  the  company  issued 
$100  million,  7.50%  debentures  due  in  2015  and 
$100  million,  7.60%  debentures  due  in  2025.  The 
proceeds  from  the  issuance  were  added  to  the  company’s 
general  funds  and  were  available  for  capital  expendi¬ 
tures,  working  capital  needs,  the  purchase  of  certain 
of  the  company’s  other  indebtedness,  and  other  general 
corporate  purposes,  including  investments  and 
acquisitions. 

During  the  1995  third  quarter,  the  company  issued 
$125  million.  7.15%  notes  due  in  2004,  $125  million, 
7.625%  debentures  due  in  2013  and  $150  million, 
8.125%  debentures  due  in  2035.  The  proceeds  from 
the  issuance  were  added  to  the  company’s  general  funds 
and  were  available  for  the  acquisition  of  certain  assets 
of  John  Wanamaker  and  Woodward  &  Lothrop. 

During  the  1995  fourth  quarter,  the  company  recorded 
an  extraordinary  aftertax  loss  of  $3  million  ($5  million 
pretax)  as  it  executed  a  binding  contract  to  call  $112  mil¬ 
lion,  9.25%  debentures  due  to  mature  March  1,  2016. 
The  debentures  will  be  called  effective  March  1,  1996. 

The  annual  maturities  of  long-term  debt,  including  sink¬ 
ing  fund  requirements,  are  $132  million,  $234  million, 
$242  million,  $81  million  and  $254  million  for  1996 
through  2000,  respectively. 

The  net  book  value  of  property  and  equipment  encum¬ 
bered  under  long-term  debt  agreements  was  $105  mil¬ 
lion  at  F  ebruary  3,  1996. 
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LEASE  OBLIGATIONS 

The  company  owns  approximately  7  \c/<  of  its  stores. 
Rental  expense  for  the  company's  operating  leases 
consisted  of: 


(millions) 

1995  1994 

1993 

Minimum  rentals 

%  38  $  38 

$37 

Contingent  rentals  based  on  sales 

15  It 

13 

Krai  pn>j>er1v  rentals 

53  52 

50 

Kquipment  rentals 

1  5 

6 

Total 

857  $57 

$  56 

Future  minimum  lease  pay  ments  at  February  3. 

1996, 

were  as  follows: 

(millions) 

Capital  Operating 
Leases  Leases 

Total 

1996 

$8  $  31 

8  19 

1997 

H  37 

45 

1998 

7  32 

39 

1999 

7  30 

37 

2000 

7  27 

31 

After  2000 

123  280 

409 

Minimum  leasp  payments 

ItiO  $453 

$013 

Less  imputed  interest  component 

101 

Present  value  of  nel  minimum  lease 
payments. «.!  which  $1  million  is 

included  m  i  urrrnt  liabilities 

$  59 

The  present  value  of  operating  leases  was  $231 

million 

at  February  3,  1996. 

Property  under  capital  leases 

is  summarized  as 

follows: 

February  3.  January  28. 

(millions) 

1996 

1995 

Cost 

$55 

$  57 

Wumuluted  amortization 

(19) 

Il9| 

Total 

*36 

$38 

OTHER  LIABILITIES 

In  addition  to  accrued  pension  cost,  other  liabilities 
principally  consisted  of  deferred  compensation  liabilities 
of  $151  million  and  $145  million  at  February  3,  1996. 
and  January  2R.  1995,  respectively.  Under  the 
company's  deferred  compensation  plan,  eligible  associ¬ 
ates  may  elect  to  defer  a  portion  of  their  compensation 
each  year  into  cash  and/or  stock  unit  alternatives.  The 
company  makes  payments  in  shares  to  settle  obligations 
with  most  participants  who  defer  in  stock  units  and 
maintains  shares  in  treasury  sufficient  to  settle  all 
outstanding  stock  unit  obligations. 


PREFERRED  AND  PREFERENCE  STOCK 

The  company  is  authorized  to  issue  25.134.47  I  shares 
of  preferred  and  preference  stin  k.  The  follow  ing  table 
summarizes  the  authorized,  issued  and  outstanding  shares 
by  t\[>e: 

Issued  and  Outstanding 

February  3,  January  28. 

, .  y  1H1  1996  1995 

(dollars  m  millions.  Shares 

except  per  share)  Authorized  S  Shares  $  Shares 


Preferred  Si<m  k.  no  pur  \alue 
$1.80  Preference  Slock. 

51.323 

l  11,974 

1  12.105 

no  par  \alue 

3*/tr4  Cumulative  Preference 

73*273 

1  2l>/nl 

1  26.65.3 

Si«h  k.  $100  par  value  j»er  slum*  9,878 

Prelerenee  >i<m  k.  $.50  jwr  value 
|m*i  share,  m  the  aggregate. 

including  K.sOP  shares 

25.1  >00.000 

:w»<»  722.111 

374  737.145 

The  Preferred  Stock  and  the  $1.80  Preference  Stock 
are  included  in  other  liabilities.  The  KSOP  Preference 
Shares  are  shown  separately  in  tin*  consolidated  balance 
sheet  outside  of  shareowners*  equity  a*  the  share*  are 
redeemable  b\  the  holder  or  the  company  in  certain 
situations. 

STOCK  OPTION  AND  STOCK  RELATED  PLANS 

l  n<ler  the  company  *  common  stock  option  plans, 
options  are  granted  at  the  market  pric  e  on  the  date  of 
grant.  Options  to  purchase  may  extend  lor  a  period  of 
five  or  10  years,  may  be*  exerc  ised  in  installments  only 
after  stated  intervals  of  time,  and  arc*  conditional  upon 
continued  acti\e  employment  with  the  company,  except 
periods  following  retirement,  disability  or  death.  \s 
tlu*  option  price  i*  fixed  at  the  market  pric  e  on  tin* 
date  of  grant,  no  expense  is  charged  against  earnings 
by  the  company  . 


The  changes  in  outstanding  stock  option*  were  a*  follows: 


1995 

1994 

Grant 

Grant 

(shares  in  thousands) 

Shares 

Prices 

Shares 

Prices 

Outstanding  at  lieginning  of  veal 

5.329 

$12-4-1 

4.780 

*  8-44 

c  i  runted 

1.543 

37-44 

1.523 

38-40 

Kxereised 

(1.419) 

12-12 

1677  > 

8-37 

1  Cancelled  or  eipiml 

|294> 

21-44 

(297 1 

18-41 

Outstanding  at  end  of  year 

5.159 

$12-14 

5.329 

$12-44 

\  veri  isuble  at  end  of  \ear 

Shares  a\  ml  able  lor 

1.746 

$12-14 

1.971 

$12-41 

aihlitional  grants 

10. 132 

11,803 
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I  nder  tin*  1994  Stock  Incentive  Plan,  tin*  company  is 
authorized  to  grant  a  maximum  of  1.75  million  shares  of 
restricted  stock  to  management  associates.  No  monetary 
consideration  i^  paid  by  associates  receiving  restricted 
stock.  Restricted  stock  can  be  granted  with  or  without 
performance  restrictions.  Restrictions,  including  perfor¬ 
mance  restrictions,  lapse  over  periods  of  up  to  10  years 
as  determined  at  the  date  of  the  grant.  The  company 
granted  274.750  and  179.000  shares  of  restricted  stock 
under  the  1994  Stock  Incentive  Plan  in  1995  and  1994. 
respectively . 

I  nder  the  1979  Restricted  Stoc  k  Plan,  the  company 
was  authorized  to  grant  shares  to  management  associ¬ 
ates.  No  monetary'  consideration  was  paid  by  associates 
receiving  restricted  stock.  Restrictions  lapse  over 
periods  of  up  to  10  years  as  determined  at  the  date  of 
grant.  During  1994.  5,000  shares  of  restricted  stock 
were  granted  under  the  1979  Restricted  Stock  Plan. 

SHAREOWNER  RIGHTS  PLAN 

The  company  has  a  Shareowner  Rights  Plan  (Preferred 
Stock  Purchase  Rights)  under  which  a  right  is  attached 
to  each  share  of  the  company's  common  stock.  The 
rights  become  exercisable  only  under  certain  circum¬ 
stances  involving  actual  or  potential  acquisitions  of  the 
company's  common  stock  by  a  person  or  affiliated 
persons.  Depending  upon  the  circumstances,  if  the 
rights  become  exercisable,  the  holder  may  be  entitled 
to  purchase  units  of  the  company  's  preference  stock, 
shares  of  the  company's  common  stock  or  shares  of 
common  stock  of  the  acquiring  person.  The  rights  w  ill 
remain  in  existence  until  August  HI.  2004.  unless  they 
are  terminated,  extended,  exercised  or  redeemed. 

FAIR  VALUE  OF  FINANCIAL  INSTRUMENTS 

The  follow  ing  table  presents  the  carrying  amounts  and 
fair  values  of  the  company  's  financial  instruments  at 
February  3,  1996.  and  January  28.  1995.  Statement  of 
Financial  Accounting  Standards  No.  107,  “Disclosures 
about  Fair  \  alue  of  Financial  Instruments."  defines  the 
fair  value  of  a  financial  instrument  as  the  amount  at 
which  the  instrument  could  be  exchanged  iri  a  current 
transaction  between  willing  parties,  other  than  in  a 
forced  or  liquidation  sale. 

1995  1994 

Carrying  Fair  Carrying  Fair 
(millions)  Amount  Value  Amount  Value 

Accounts  receivable  S 2.403  $ 2.403  82,432  82,432 

(jong-term  «t«*tii  3.400  3.977  2.971  3,104 


The  carry  ing  amounts  shown  in  the  table  are  included 
in  the  consolidated  balance  sheet  under  the  indicated 
captions. 

The  increase  in  the  spread  between  the  fair  value  and 
carrying  amount  of  long-term  debt  in  1995  compared 
with  1994  was  due  to  lower  interest  rates  at  the  end 
of  1995.  The  fair  \alue  was  determined  with  the  use  of 
borrowing  rates  currently  available  for  debt  instruments 
with  similar  remaining  terms  and  maturities. 

DISCONTINUED  OPERATION 

On  January  17.  1996  the  company  announced  its  inten¬ 
tion  to  spin  off  Payless,  its  chain  of  self-service  family 
shoe  stores,  in  May  1996.  The  company's  financial  state¬ 
ments  presented  herein  have  been  restated  to  reflect 
Payless  as  a  discontinued  operation.  The  consolidated 
statement  of  earnings  includes  the  results  of  Pay  less  as 
a  discontinued  operation  through  January  17.  1996. 

The  estimated  costs  to  effect  the  spin-off  and  the  loss  of 
discontinued  operations  from  January  17,  1996,  through 
1995  year-end  of  $21  million  were  fully  offset  by  a 
portion  of  Pavless's  1996  estimated  earnings  through 
the  anticipated  spin-off  date. 

The  costs  to  effect  the  spin-off  included  investment 
banker's,  legal  counsel's  and  accountant's  fees,  registra¬ 
tion  statement  fees  and  expenses,  and  a  curtailment  loss 
on  the  company's  nonqualified  supplementary  retirement 
plan.  The  curtailment  loss  reflects  expense  associated 
with  previously  unrecognized  prior-service  costs  related 
to  the  Payless  participants. 

During  the  1995  fourth  quarter,  in  conjunction  with 
the  spin-off.  Payless  committed  to  close  approximately 
450  unprofitable  stores.  In  addition.  Payless  committed 
to  restructure  its  central  office  and  other  personnel.  A 
pretax  special  and  nonrecurring  charge  of  $72  million 
was  recorded  for  these  initiatives.  Pavless's  1995  net 
earnings  before  special  and  nonrecurring  items  would 
have  been  $99  million,  or  $.37  per  fully  diluted  share. 

The  reported  net  earnings  from  the  discontinued 
operation  are  net  of  $36  million.  $86  million  and 
$88  million  in  income  tax  expense  for  1995.  1994  and 
1993.  respectively. 
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FlevenAear  Financial  Summary 


(dollars  In  millions,  except  per  share)  1995  1994  1993 


$10,507  $  9,759  $9,020 


Net  Retail  Sales 

Operations 

Revenues 
Cost  of  sales 

Selling,  general  and  administrative  expenses 
Interest  expense,  net 

Earnings  from  continuing  operations  before  income  taxes 
Provision  for  income  taxes 

Net  Earnings  from  Continuing  Operations 

LIFO  charge  (credit) 

Net  earnings 

Depreciation  and  amortization 

Cash  flow  from  operations1 

Net  issuances  (repayments)  of  long-term  debt2 

Capital  expenditures 

Dividends  on  common  stock 

Per  Share 

Net  Earnings  from  Continuing  Operations 

Net  earnings’ 

Dividends  paid 

Annual  dividend  rate  at  year-end 

Book  value 

Market  price  —  high 

—  low 

—  average  of  high  and  low 

Financial  Position 

Customer  accounts  receivable 

Merchandise  inventories 

Working  capital 

Property  and  equipment,  net 

Long-term  debt,  preferred  and  preference  stock 

Shareowners'  equity 

Total  assets 

Statistics 

Percent  of  revenues: 

Net  earnings  from  continuing  operations 
Cash  flow  from  operations1 
Return  on  equity 
Return  on  net  assets 

Stores  Open  at  Year-end 


$10,952 

$10,107 

$9,562 

7.461 

6,879 

6,537 

2,081 

1,916 

1,824 

250 

233 

244 

1,160 

1.079 

957 

460 

429 

379 

700 

650 

578 

(53) 

(46) 

7 

752 

782 

711 

333 

297 

281 

1,033 

947 

859 

444 

118 

(190) 

801 

682 

560 

278 

251 

223 

$  2.61 

$  2.43 

$  2.15 

2.81 

2.92 

2.65 

1.12 

1.01 

.90 

1.14 

1.04 

.92 

18.42 

16.65 

14.65 

46.25 

45.13 

46.50 

33.50 

32.25 

33.44 

39.88 

38.69 

39.97 

$  2.377 

$  2.418 

8  2,367 

2,134 

1,813 

1,647 

3,495 

3,029 

2,921 

3,744 

3,275 

2,977 

3,701 

3,240 

3,192 

4,585 

4,135 

3,639 

10,122 

9,237 

8,614 

6.4% 

6.4% 

6.0% 

9.4 

9.4 

9.0 

20.8 

21.3 

22.1 

20.1 

20.1 

19.0 

346 

314 

301 

Average  Shares  Outstanding  and  Equivalents 

Primary  249.9  249.6  249.9 

Fully  Diluted  265.3  264.9  265.5 

All  yrar* *  included  52  weeks,  except  1995  ami  1989,  which  included  53  weeks.  Ne|  retail  sales  for  1995  and  1989  are  shown  on  a  52-week  basis 
for  comparability. 

1  Cash  How  from  operations  represents  net  earning*  and  depreciation/amortization  from  continuing  operation*  and  i*  different  than  •  ash  How  from 
operating  activities  as  shown  on  the  statement  of  cash  flows. 

*  Net  issuances  (repayments)  of  long-term  debt  exclude  the  elimination  of  $OlH  million  of  MCAC  loans  in  1992  and  $100  million  of  guaranteed 
F.SOP  debt  in  1989. 


Represents  fully  diluted  basis.  Primary  earnings  per  share  were  $.13  higher  in  1995,  $.1  \  higher  in  1994.  $.12  higher  in  1993,  $.09  higher  in  1992, 
$.08  higher  in  i991.  $.07  higher  in  1990.  $.05  higher  in  1989,  and  $.01  higher  in  each  of  1988  and  1986. 
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1992 

1991 

1990 

1989 

1988 

1987 

1986 

1985 

$  8,415 

S  7,872 

$7,502 

$7,037 

$6,187 

$4,755 

$4,353 

$3,987 

$9,362 

89,068 

$8,700 

$8,356 

$7,742 

$6,415 

$6,503 

$6,129 

6,459 

6,275 

6,047 

5,734 

5,348 

4,492 

4,625 

4,340 

1,859 

1,861 

1,772 

1,735 

1,645 

1.325 

1,353 

1,276 

279 

315 

278 

231 

196 

77 

90 

90 

579* 

617 

603 

656 

553 

521 

435 

423 

107* 

213 

199 

231 

191 

203 

171 

188 

472 

404 

404 

425 

362 

318 

264 

235 

10 

26 

39 

(22) 

(3) 

8 

4 

2 

603 

515 

500 

498 

534 

444 

381 

347 

283 

273 

253 

234 

236 

187 

189 

166 

755 

677 

657 

659 

599 

505 

454 

401 

(248) 

313 

590 

169 

891 

(61) 

159 

141 

284 

366 

466 

470 

292 

353 

374 

358 

204 

198 

191 

186 

184 

170 

131 

124 

$  1.76 

S  1.52 

$  1.51 

$  1.50 

$  1.23 

$  1.03 

$  .83 

$  .75 

2.26 

1.93 

1.87 

1.76 

1.81 

1.44 

1.20 

1.11 

.83 

.81 

“T'T 

.  i  i 

.69 

.62 

.56 

.51 

.46 

.83 

.81 

.79 

.71 

.64 

.57 

.52 

.47 

12.82 

11.26 

10.04 

9.32 

10.75 

9.13 

8.50 

7.86 

37.25 

30.19 

29.56 

26.31 

20.00 

25.44 

22.06 

16.25 

26.00 

22.63 

18.69 

17.31 

14.38 

11.13 

15.94 

10.50 

31.63 

26.41 

24.13 

21.81 

17.19 

18.28 

19.00 

13.38 

S  2,373 

S  2,377 

$2,456 

$2,223 

$2,099 

$1,590 

$1,516 

$1,578 

1,476 

1,436 

1,375 

1,278 

1,141 

880 

848 

908 

2,691 

3,051 

2,635 

2.059 

2,093 

1,821 

1,921 

1,529 

2,774 

2,808 

2,728 

2.446 

2,285 

1,830 

1,745 

1,704 

3,256 

4,299 

3.948 

3,387 

2,384 

1,048 

1,131 

1,048 

3,181 

2,781 

2,467 

2,319 

3,050 

2,723 

2,595 

2,421 

8,376 

8,566 

8,083 

7,570 

7,374 

5,464 

5.629 

5,311 

5.0% 

4.5% 

4.6% 

5.1% 

4.7% 

5.0% 

4.1% 

3.8% 

8.1 

7.5 

7.6 

7.9 

7.7 

7.9 

7.0 

6.5 

21.5 

20.7 

21.8 

18.0 

18.6 

17.0 

15.7 

15.5 

15.4** 

14.5 

15.8 

16.9 

16.2 

15.7 

15.4 

16.8 

303 

318 

324 

288 

297 

258 

286 

301 

248.8 

248.0 

249.0 

267.2 

294.8 

306.3 

313.1 

311.1 

265.3 

264.2 

264.8 

280.0 

295.4 

306.3 

314.9 

312.0 

*  Pretax  earnings  inc 

lude  a  net  charge  of  SI 87 

million  from  special  and  nonrecurring  items,  and 

income  taxes  include  a 

tax  benefit  of  $  187 

million  from  special  and 

nonrecurring  items. 

**  Based  on  pretax  earnings  before  special  and  nonrecurring  items. 
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Report  of  Management.  Management  is  responsible  for  the  preparation,  integrity  and  objectivity  of  the  financial  infor¬ 
mation  included  in  this  annual  report.  The  financial  statements  have  been  prepared  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis.  The  preparation  of  financial  statements  in  conformity 
with  generally  accepted  accounting  principles  requires  management  to  make  estimates  and  assumptions  that  affect  the 
reported  amounts.  Although  the  financ  ial  statements  reflect  all  available  information  and  management's  judgement 
and  estimates  of  current  conditions  and  circumstances,  prepared  w  ith  the  assistance  of  specialists  w  ithin  and  outside 
the  company,  actual  results  could  differ  from  those  estimates. 

Management  has  established  and  maintains  a  system  of  accounting  and  controls  to  provide  reasonable  assurance  that 
assets  are  safeguarded  against  loss  from  unauthorized  use  or  disposition,  that  the  accounting  records  provide  a  reli¬ 
able  basis  lor  the  preparation  of  financial  statements,  and  that  such  financial  statements  are  not  misstated  due  to  mate¬ 
rial  fraud  or  error.  The  system  of  controls  includes  the  careful  selection  of  assoc  iates,  the  profier  segregation  of  duties 
and  the  communication  and  application  of  formal  policies  and  procedures  that  arc*  consistent  with  high  standards  of 

accounting  and  administrative  practices.  An  important  element  of  this  system  is  a 
comprehensive  internal  audit  program.  Management  continually  reviews,  modifies  and 
improves  its  systems  of  accounting  and  controls  in  response  to  changes  in  business 
conditions  and  operations  and  in  response  to  recommendations  in  the  reports  prepared 
by  the  independent  public  accountants  and  internal  auditors. 

Management  believes  that  it  i>  essential  (or  the  company  to  conduc  t  its  business  affairs 
in  accordance  with  the  highest  ethical  standards  and  in  conformity  with  the  law.  This 
standard  is  described  in  the  company's  policies  on  business  conduct,  whic  h  arc*  publi¬ 
cized  throughout  the  company. 

Audit  Committee  of  the  Board  of  Directors.  The  Board  of  Direc  tors,  through  the*  activitie  s 
of  its  Audit  Committee,  participates  in  the  reporting  of  financial  information  by  the* 
company.  The  committee  meets  regularly  with  management,  the  internal  auditors  and 
the  independent  public  accountants.  Flic*  committee  met  four  times  during  1995  and 
reviewed  the  scope,  timing  and  fees  for  the  annual  audit  and  the  results  of  audit  examinations  completed  by  the  inter¬ 
nal  auditors  and  independent  public  accountants,  including  the  recommendations  to  improve  certain  internal  controls 
and  the  follow-up  reports  prepared  by  management.  The  independent  public  accountants  and  internal  auditors  have 
fret*  access  to  the  committee  and  the  Board  of  Directors  and  attend  each  meeting  of  the  committee. 

The  members  of  the  Audit  Committee  are  Russell  E.  Palmer  (chairman),  Edward  H.  Meyer,  Michael  R.  Ouinlan, 
\\  illiam  P.  Stiritz.  Robert  I).  Storey  and  Murray  I..  Weidenbaum. 

The  Audit  Committee  reports  the  results  of  it-,  activities  to  the  full  Board  of  Directors. 

Report  of  Independent  Public  Accountants. 

To  the  Board  of  Directors  and  Shareow  ners  of  The  May  Department  Stores  Company: 

\\  e  have  audited  the  accompanying  consolidated  balance  sheet  of  The  May  Department  Stores  Company  (a  New  ^  ork 
corporation)  and  subsidiaries  as  of  February  3,  1999.  and  January  28.  1995,  and  the  related  consolidated  statements 
of  earnings,  shareowners'  equity  and  cash  flows  for  each  of  the  three  fiscal  years  in  the  period  ended  February  3,  1996. 
These  financial  statements  are  the  responsibility  of  the  company's  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards  require  that  we 
plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  sup|M>rting  tin*  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimate-  made 
by  management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  W  e  believe  that  our  audits  provide 
a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly  ,  in  all  material  respec  ts,  the  financial  position 
of  The  May  Department  Stores  Company  and  subsidiaries  as  of  February  3,  1996,  and  January  28.  1995,  and  tin* 
results  of  their  operations  and  their  cash  flows  for  each  of  the  three  fiscal  years  in  the  period  ended  February  3,  1996, 
in  conformity  w  ith  generally  accepted  accounting  principles. 

Arthur  Andersen  LLP 

1010  Market  Street 

St.  Izmis,  Missouri  63101-2089 

February  26.  1996 
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Managements 
Responsibility  and 
Report  of 
Independent  Public 
Accountants 


Board 
of  Directors 


William  P.  Stiritz  1,2,  4,  5* 
Chairman  of  the  Board  and 
Chief  Executive  Officer  of 
Ralston  Purina  Company 


Russell  E.  Palmer  1*.  2,  3 

Chairman  and 
Chief  Executive  Officer  of 
The  Palmer  Group 

Edward  H.  Meyer  l ,  2.  3* 

Chairman  of  the  Board.  President 
and  Chief  Executive  Officer  of 
Grey  Advertising  Inc 


Eugene  S.  Kahn 

Vice  Chairman 


Richard  L.  Battram 

Executive  Vice  Chairman 


Edward  E.  Whitacre.  Jr.  3.  4.  5 

Chairman  and 
Chief  Executive  Officer  of 
SBC  Communications,  Inc. 


Anthony  J.  Torcasio 

President  and  Chief  Executive  Officer 
May  Merchandising  Company 


Murray  L.  Weidenbaum  1,4 

Chairman  of  the  Center  for  the 
Study  of  American  Business 
and  Mallmckrodt  Distinguished 
University  Professor  at 
Washington  University 


Michael  R.  Quinlan  1,  4 

Chairman  and 

Chief  Executive  Officer  of 

McDonald's  Corporation 


Robert  D.  Storey  1,5 

Partner  in  Thompson. 
Hine  &  Flory 


David  C.  Farrell  2* 

Chairman  of  the  Board  and 
Chief  Executive  Officer 


Helene  L  Kaplan  3,  4  5 

Of  Counsel,  Skadden,  Arps. 
Slate,  Meagher  &  Flom 

Jerome  T.  Loeb  2.  4 

President  and 
Chief  Financial  Officer 


Andrall  E.  Pearson  2.  4* 

General  Partner  in  Clayton, 
Dubilier  &.  Rice,  and 
Chairman  of  the  Board  of 
Kraft  Foodservice  Company 


1  Audit  Committee 

2  Executive  Committee 

3  Executive  Compensation  and 
Development  Committee 

4  Finance  Committee 

5  Nominating  Committee 
•  Committee  Chairman 
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The  May  Department  Stores  Company 


Company 

Management 


Lord  &  Taylor 

Marshall  Hilsberg 

Chairman  and 
Chief  Executive  Officer 

Ronald  F.  Tanler 

President 


Hecht’s 


Kaufmanns 

William  T.  Tobin 

President  and 
Chief  Executive  Officer 

Clarence  0.  Reynolds 

Chairman 

Filene’s 


Irwin  Zazulia 

President  and 
Chief  Executive  Officer 

Thomas  D.  Fingleton 

Chairman 


Judith  K.  Hofer 

President  and 
Chief  Executive  Officer 

Joseph  M.  Melvin 

Chairman 


Foley’s 

Thomas  J.  Hogan 

President  and 
Chief  Executive  Officer 

James  A.  Hageman 

Chairman 

Fred  J.  Dilorio 

Vice  Chairman 

Robinsons-May 

David  P.  Mullen 

President  and 
Chief  Executive  Officer 

Kenneth  L.  Wilkerson 

Chairman 


Famous-Barr 

Richard  W.  Bennet  III 

President  and  Chief 
Executive  Officer 

J.  Kent  McHose 

Chairman 

Meier  &  Frank 

Richard  A.  Maloney 

President  and 
Chief  Executive  Officer 

J.  William  Blanford 

Chairman 


Corporate 

Management 


David  C.  Farrell 

Chairman  of  the  Board  and 
Chief  Executive  Officer 

Jerome  T.  Loeb 

President  and 
Chief  Financial  Officer 

Richard  L.  Battram 

Executive  Vice  Chairman 


Lonny  J.  Jay 

Planning  and  Reporting 

Jan  R.  Kniffen 

Treasurer 

Joel  G.  Rebmann 

Credit 

Vice  Presidents 


Eugene  S.  Kahn  James  Abrams 

Vice  Chairman  Corporate  Communications 


Executive  Vice  Presidents 

Louis  J.  Garr,  Jr. 

General  Counsel 

R.  Dean  Wolfe 

Acquisitions  and  Real  Estate 

Senior  Vice  Presidents 

John  F.  Danahy 

Data  Processing 

William  D.  Edkins 

Strategic  Planning 

Douglas  J.  Giles 

Human  Resources 

James  F.  Harner 

Customer  Service  and 
Operations 


Donald  N.  Baxter 

Compensation  and  Benefits 

Steven  A.  Bedard 

Human  Resources 

Richard  A.  Brickson 

Secretary  and  Senior  Counsel 

Joseph  J.  Consolo 

Visual  Merchandising 

Martin  M.  Doerr 

Taxes 

William  M.  Goddard 

Risk  Management  and 
Insurance 

Robert  L.  Grimm 

Executive  Development 

Andrew  T.  Hall 

Accounting  and  Reporting 


May  Merchandising 
Company 

Anthony  J.  Torcasio 

President  and 
Chief  Executive  Officer 

John  L.  Dunham 

Chairman 

May  Department  Stores 
International 

Martin  Bloom 

President 

May  Design  and 
Construction  Company 

Richard  Tao 

President 

Thomas  M.  Rauch,  Jr. 

Chairman 

May  Realty 

Bruce  D.  Johnston 

Executive  Vice  President 


Laurence  M.  Heilman 

Merchandise  and 
Consumer  Research 

Stephen  J.  Hinderberger 

Planning  and  Analysis 

Mary  Ann  Janssen 

Capital  Planning  and  Analysis 

Thomas  H.  Lucas 

Corporate  Development 

Mary  F.  Morgan 

Assistant  to  the 
Executive  Vice  Chairman 

Timothy  W.  Plunkett 

Executive  Recruiting 

Barry  S.  Silver 

Audit 

Gerald  H.  Smith 

Loss  Prevention  and 
Shortage  Control 

Kenard  E.  Smith 

Area  Research 

Henry  A.  Wagner 

EDP  Systems  Development 

Frank  J.  Williams,  Jr 

Public  Affairs  and 
Senior  Counsel 
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Shareowner  Information 


Corporate  Headquarters 

The  May  Department  Stores  Company 
611  Olive  Street 
St.  Louis,  Mo.  63101-1799 
(314)  342-6300 

1996  Annual  Meeting 

The  Annual  Meeting  of  Shareowners  will  be  held  at  10  a.m., 
Friday,  May  24,  at  the  Cervantes  Convention  Center, 
Washington  at  Eighth  Street,  St.  Louis,  Mo. 

Information  Requests 

Copies  of  the  company’s  annual  report  to  shareowners, 
the  Form  10-K  annual  report  to  the  Securities  and 
Exchange  Commission,  the  Form  10-Q  quarterly  reports  to 
the  SEC,  and  quarterly  earnings  releases  are  available  free 
of  charge  to  shareowners  upon  request: 

Corporate  Communications 

The  May  Department  Stores  Company 

611  Olive  Street 

St.  Louis,  Mo.  63101-1799 

Recent  press  releases  are  also  available  at  our  internet 
address,  http://www.maycompany.com. 

A  summary  of  charitable  contributions  made  by  The  May 
Department  Stores  Company  Foundation  and  the 
company's  Statement  of  Corporate  Responsibility  are 
available  upon  request  from  the  address  above.  The 
Statement  of  Corporate  Responsibility  includes  our  policies 
on  affirmative  action  and  equal  employment  opportunity, 
minority-owned  and  women-owned  suppliers,  sexual  harass¬ 
ment  and  vendor  standards  of  conduct. 

Common  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  the  New  York 
Stock  Exchange.  The  stock  is  quoted  as  “MayDS" 
in  daily  newspapers. 


Shareowner  Inquiries 

For  assistance  concerning  dividend  payments  and  share- 
owner  records,  please  contact  our  transfer  agent  and 
registrar,  The  Bank  of  New  York: 

Telephone  inquiries: 

(800)  5244458 

Written  inquiries: 

Shareholder  Relations  Department  -  11E 
P.0.  Box  11258 
Church  Street  Station 
New  York,  N.Y.  10286-1258 

Certificate  transfers  and  address  changes: 

Receive  and  Deliver  Department  -  1 1W 
P.O.  Box  11002-1002 
Church  Street  Station 
New  York,  N.Y.  10286 

Security  analysts,  investment  professionals 
and  shareowners  may  direct  their  inquiries  to: 

Mr.  Jan  R.  Kniffen 

Senior  Vice  President  and  Treasurer 
The  May  Department  Stores  Company 
61 1  Olive  Street 
St.  Louis,  Mo.  63101-1799 
(314)  342-6413 

Dividend  Reinvestment 

Dividends  on  May  common  stock  may  be  reinvested 
economically  and  conveniently  through  participation  in  the 
Dividend  Reinvestment  Plan.  Participating  shareowners 
may  also  make  optional  cash  purchases  of  May  common 
stock.  Additional  information  may  be  obtained  from  the 
plan  administrator: 

The  Bank  of  New  York 
P.O.  Box  11260 
Church  Street  Station 
New  York,  N.Y.  10277-1260 
(800)  524-4458 


